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Forward-Looking Statcments

The figures contained in this annual report with respect 1o ACOM's plans and strategies and other statements that are not historical facts are forward-
looking statements zbout che future performance of ACOM which are based on management’s assumptions and belief in light of the infarmation cur-
rently available to it and involve risks and uncerrainties and actual results may differ from those in the forward-looking statements as a results of vari-
ous facts. Potential risks and uncertainties include, without limitation, general economic conditions in ACOM'’s marker and changes in the size of the
overall market for consumer loans, the rate of default by customers, the fluctuations in number of cases of claims from and the amount paid o cus-
tomets who claim us to reimburse the portion of interest in excess of the interest ceiling as specified in the Interest Rare Restricrion Law, the level of
interest rates paid on the ACOM’s debr and legal limits on interest rates charged by ACOM,

All amounts are truncated to the nearest expressed unit,

. Percentage figures are a result of rounding.




Financial Highlights

ACOM CO.,, LTD. and Subsidiaries

Millions of yen
2003 2004 2005 2006 2007
Profit and Loss Related:
Operating Income ... ..o 437,572 434,968 433,965 445,431 423,652
Operating Expenses . ........ . ... ...t 290,877 314,577 289,604 335,039 508,755
Bad-debt-related Expenses®' ....... ... . ... . oLl 115,671 140,505 108,453 117,125 137,595
Interest-repayment-related Expenses* .. ................... — — —_ 37,228 200,147
Other Operating Expenses . ...t 175,206 174,072 181,151 180,685 171,013
Operating Profit (Loss) .......... ..o i, 146,695 120,391 144,361 110,392 (85,102}
NetIncome (Loss) . ... ooiiii it i it eiann s 75,096 70,319 81,533 65,595  (437,972)
Cash Flow Related:
Net Cash Provided by (Used in) Operating Activities ........... 47,550 164,158 141,014 100,226 99,944
Net Cash Provided by (Used in) Investing Acrivities ........... (8.191}) (5,398) (17.350) (44,973) 308
Net Cash Provided by (Used in) Financing Activities ........... 7,906  (166,105)  (136,508)  (104,389) (53,464)
FreeCash Flow .. ... .. ... . ..o 39,359 158,760 123,664 55,253 100,252
Balance Sheet Related:
Total Assets .. ... . e e e 2,183,414 2,075,389 2,077,334 2,106,681 2,031,829
Recetvables Oustanding™ ... ... ... oo ool 1,940,055 1,851.454 1,856,962 1,834.628 1,734,139
Total Amountof Bad Debts ...... ... ..., 60,791 80,259 83.961 114,371 149,453
AllowanceforBad Debts ... on v i e 112,549 135,350 130,532 131,620 128,798
Nt ASSers™ L. i i i i e 644,431 697,166 863,760 927,722 457,165
Yen
Per Share:
NetIncome, Basic . ... .. i i e 513.08 487.77 516.23 416,69  (2,786.19)
Net Assets® ... e, 4,405.08 4,855.98 5,456.39 5,901.69 2,863.16
CashDividends ....... ... ... ... i 80 80 100 140 100
%
Financial Ratios:
Profitability
Operating Profict Margin ... ...l 33.5 27.7 33.3 248 (20.1)
ROE ™ i e e e 12.2 10.5 10.4 7.3 (63.6)
Efficiency
Operating Efficiency™ ... ... . ... oL 9.2 9.2 9.8 11.8 20.8
ROAI1{Ner Income 1o Total Assets) ™ . ... ... ... .. .... 3.5 33 3.9 3.1 (21.2)
ROA2(Net Income to Receivables Qutstanding) ™ ............. 3.9 3.7 4.4 3.6 (24.5)
Stability
Owner’s Equity Ratio® ... ... oo 29.5 33.6 41.6 440 22.2
Bad Debt Ratio (Gross Basis)[Non-consolidated]*® ... ... ... ... 3.7 4.9 5.1 6.9 9.4
Bad Debt Coverage Ratio[Non-consolidated]* . .............. 178.0 162.2 150,7 112.0 85.6

Notes: 1. The amount of bad-debt-telated expenses is the sum of bad debt write-offs, increase or decrease in allowance for bad debrs, and increase or decrease in allowance for loss

on debt guaraniees.

2. Interest-repayment-related expenses represents the sum of interest repayments, ACOM's voluntary waiver of repayments accompanied with interest repayments, and
increase or decrease in allowance for loss on interest repayments,

3. Receivables sutstanding indicares the sum of receivables outstanding of the loan business, credit card business, and installment sales finance business.

4. From FY2006, total sharchalders” equity is being shown as net assets,

5. ROE and ROA ate calculared using the simple average of beginning and end of werm balance sheer figurcs.

6. Operating efficiency = Operating expenses cxeluding bad-debt-related expenses / average of beginning and end of term receivables outstanding

7. Owner's Equiry Ratio = Net assers dess minority intereses / toral assess

8. Bad debr ratio {Gross basis) = Total amount of bad debts / loans receivable plus loans to borrowers in bankruptcy or under reorganization

9. Bad debt coverage ratio = Allowance for bad debts / total amount of bad debis
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Message from the Management

N— Shigeyoshi Kinoshita  President 8¢ CEOQ

We will implement far-reaching reforms to our cost structure and embrace
powerful business strategies while promoting greater compliance-oriented
awareness across the ACOM Group. In these ways, we will quickly build a
reputation as a company that offers relief, confidence, and low-price and
implement various mneasures that contribute to the sound development of
the consumer credit market,

Fiscal 2006 in Review

¥490 Billion Allowance for Loss on Interest Repayments

In fiscal 2006, ended March 31, 2007, the Japanese economy remained on a path of overall moderate recovery, as strong corporate
earnings spurred continued increases in private sector capital spending while a recovery in employment conditions helped underpin
personal consumption. However, the operating environment surrounding the ACOM Group became increasingly severe due to a
number of factors. In addition to intensified competition, especially in the loan business, these included amendments to legislacion,
including a cap on interest rates, as well as press reports about the handling of group life insurance contracts for consumer credit. Such
factors have caused the general image of the consumer finance industry to deteriorate. Meanwhile, claims for reimbursement of inter-
est repayments have balloonied beyond our predictions.

Facing these challenges, the ACOM Group introduced various interest rate incentives, which led to lower yield from loan products.
We also applied more stringent credit screening standards, causing a decline in the number of new loan customers. The consolidated
operaring income for the year amounted to ¥423.6 billion, down 4.9% from fiscal 2005. In addition, ACOM ({the parent company)
made a ¥490.0 billion allowance for loss on interest repayments and incurred substantial business restructuring expenses (additional
retirement benefits for employees raking voluntary retirement and expenses associated with the reorganization of loan business out-
lets). As a result, the Group posted an operating loss of ¥85.1 billion and a net loss of ¥437.9 billion. These factors had a major nega-
tive impact on our capital base, causing the owner's equity ratio to decline from 44.0% 10 22,.2% — well below our target of a ratio in
the mid 30's (%). In addirion to dramatically changing business conditions, we were severely affected by special circumstances chat
required us to make provision for future claims for interest repayments. With respect to our major loss and the deterioration of capi-
tal, ! sincerely apologize 1o all shareholders on behalf of management. Geing forward, we will build a corporate group with a stronger
social focus, especially with respect 1o customer protection. Through financial services that deliver relief, confidence, and low-price,

we are commitied to becoming a financial services group thar works for the benefit of the entire consumer credit market.




Restructuring Group Operations
Fallowing the enactment of the amended Regulations Governing Money Lending Business Law (RMBL) in December 2006, condi-
tions surrounding the consumer credit marker have changed dramatically, and we now face a sicuation in which we cannot easily over-
come these challenges using our traditional earnings model. To prevail in this period of transition and emerge as a true winning force
in the retail finance secror, we will seek to build a low-cost business model thar can generate consolidated operating profit of around
¥50 billion per year, even if average yield on unsecured loans is set at berween 16% and 17%. Since November 2006, we have been
implementing a plan to save Groupwide costs by ¥40 billion or more compared with fiscal 2005.

ACOM (the parent comparny) has already completed a number of initiatives under this plan. While keeping a good balance between
maintaining service levels and improving efficiency, we have reorganized our loan sales operations — including a shift from staffed to unsraffed
oudets and closure of certain unstaffed outlets — and centralized our 4 contact centers and 12 service centers into two locations each, thus
raising efficiency and enhancing productivity. We also arranged voluntary retirement for 709 staff and reduced the total number of employ-
ees to 2,956 ar fiscal year-end. Personnel costs for fiscal 2007 onward are expected to thus be about ¥10.9 billion less than the fiscal 2005
level. Moreover, around 80% of new loan applications are made via unstaffed outlers, and practically all inguities and advisory services are
handled by our call centers. In the future, we believe we can prevent lowering service quality stemming from the decrease of the number of
employees, through more efficient allocation of unstaffed outlets and functional upgrades o our automatic contract machines,

In addition to sales nerwork reorganization and staff reductions, we integrated Group companies in order to enhance operational
efficiency. On April 1, 2007, for example, we transfetred the installment sales finance business of the parent company to JCK CRED-
IT CO., LTD., a wholly owned subsidiary. We then integtated the installment sales finance operating base and expertise of the
ACOM Group into JCK CREDIT and changed its name o AFRESH CREDIT CO., LTD.. In another initiative, we merged three
ACOM subsidiaries — JLA INCORPORATED, ACOM ESTATE CO., LTD., and ABS CO., LTD. - to form a new JLA INCOR-
PORATED as a competitive, highly specialized player in the real estate development, construction, and management field.

As part of reforms to our cost structure currently under way, we are seeking to reduce advertsing and promotional expenses, which
were ¥16.0 billion in fiscal 2005, to below ¥9.0 billion. In fiscal 2007, we expect to cur such expenses by ¥6.2 billion compared with the
fiscal 2005 level, by placing advertisements selectively according to changing business conditions and renewing our focus on cost-benefit
performance. We also plan to lower expenses for computer operation and development, currently around ¥20.0 billion per year, by more
than 309 by fiscal 2010. To this end, we are developing new systems to facilitate a switch to an open mainstay system in the future.

Please see p. 12 for a special feature on our cost reforms.

Reinforcing Compliance
For some time, the ACOM Group has promoted compliance-oriented awareness as a key priority. This means not only obeying laws
and internal regularions but also observing strict business ethics, including respecr for commeon decency and human rights. Recendly,
however, the consumer finance industry has been plagued by an increasingly negative image. To address this issue, we have promoted
more open and transparent management and furcher strengthened our focus on legal and ethical compliance. Specifically, we reorgan-
ized the Business Ethics Committee into the Compliance Committee. [n the interests of impartialiry, more than half of the commit-

tee's members, including its chairman, are outside experts. To ensure its independence from the business execution departments, the




committee is now appointed by the Board of Directors. In addition, we integrated the Legal Department and the Business Ethics
Office to form the new Compliance Department, and we worked in other ways to build a rock-solid business foundation conducive

to stable long-term growth, even under the restraines of the new Money Lending Business Law.

Promoting Our Asia Strategies
The Japanese consumer credit market is destined to contract in the future due to the declining overall population, reduction in the
maximum interest rate, and the enactment of regulations limiting loan amounts ro less than one-third of borrowers” annual incomes.
For strong companies, new business opportunities may appear, but to achieve growth from a long-term perspective we will need to
enter other promising new markets, notably overseas. The Group already has full-scale business operations overseas, including EASY
BUY Public Company Limited, a consolidated subsidiary in Thailand. We also have set up representative offices in Beijing and Ho
Chi Minh City. Through our alliance with the Bank of Tokyo-Mitsubishi UF], Lid. (hercinafter BTMU), meanwhile, we are prepar-
ing to acquire shares in PT. BANK NUSANTARA PARAHYANGAN Tbk, a bank in Indonesia. In these ways, we are actively

advancing our business overseas, centering on Asta.

Future Strategies and Fiscal 2007 Outlook

Provide New Financial Products under Interest Rate Restriction Law

In the lead-up to a revision to Interest Rate Restriction Law, scheduled for the end of 2009, we began providing in June 2007 new
loan products with the maximum interest rate reduced from 27.375% to 18%. As we expedite the launch of new products that con-
form to the upcoming law, we will place top prioriry on implementing more rigorous credit screening procedures. In the short term,
meanwhile, our traditional customer target marker will shrink. Nevertheless, we decided that to increase ACOM's corporate value in
the future, we need to take decisive action. This means building a reputation as a company that offers relief, confidence, and low-price
in order to swiftly atract high-quality customers, while alleviating the risk of furure claims for incerest repayments. On a positive
note, our reseructuring plan will enable us to generate profits, even on unsecured consumer loans with average yield of between 16%
and 17%. Because this plan is proceeding well, we will be able to launch new loan products to customers more quickly than originally
envisaged. For customers with existing accounts, we will actively promote preferential interest rates. As we adopt new screening stan-
dards, however, we will decide whether or not 1o enter contracts for new loan products with such customers.

Please see p. 11 for a special feature on the background and details of the launch of these new loan products.

Additional Provisions Not Planned, Despite Rising Trend of Interest Repayments
In the first half of fiscal 2006, we made a one-time ¥357.5 billion provision for loss on interest repayments, covering estimated losses
aver a five-year period stemming from interest repayments and waivers of loan principal, following the announcement of guidelines
by the Japanese Instinute of Cerified Public Accountants (JICPA). In the second half of the year, however, claims for interest repay-

ments exceeded our expectations, and for this reason we made extra provisions. By fiscal year-end, the allowance for loss on interest




repayments had reached ¥490.0 billion. In fiscal 2007, we expect that claims for interest repayments will continue rising.
Nevertheless, we believe thar such claims will begin declining in fiscal 2009 as we make progress in reorganizing our loan portfolio.
Since the allowance we made covers a five-year period, moreover, we believe it will be sufficient to cover claims for the time being,

and our business stability will thus be preserved.

Considering Entry into the Small Business Loan Market
The ACOM Group’s most important challenge in the near term is ro attract new customer segments by modifying the business model for
its core unsecured loan business and fostering a reputation for providing relief, confidence, and low-price. At the same time, we recognize
that future growth will crucially depend on our ability to diversify our income sources. Here, we will draw on Groupwide strengths to
develop our diversified financial service capabilities, especially in the guaraniee business, through an alliance with the Mitsubishi UF]
Financial Group, Inc. (hereinafter MUFG). In fiscal 2006, the pace of growth in the guarantee business declined as regional banks with
which we have alliances restrained their advertising activities in light of negative circumstances surrounding the consumer finance industry.
In fiscal 2007, however, we expect to provide guarantees for a new unsecured loan product to be launched by BTMU, and we look forward
to forming relationships with new regional banks in this business. In addition, we are actively considering entry into the business of guaran-

tees for small business loans provided by banks — a segment of the marker that was liberalized in June 2007.

Return to Profitability Forecasted for Fiscal 2007
In fiscal 2007, we expect yields from unsecured loans to further decline, and we also predict that our total loan balance will decrease as
we adopt more stringent screening criteria. Nevertheless, we believe that claims for interest repayments will be sufficiently covered by
allowance already in place. For fiscal 2007, we forecast the consolidated operating income of ¥368.3 billion, down 13.1% on fiscal

2006, as well as operating profit of ¥49.4 billion and net income of ¥47.0 billion — marking a return to proficability.

Capital Strategies and Shareholder Return

Priority on Restoring the Owner’s Equity Ratio
By the end of fiscal 2006, Owner’s Equity Ratio of ACOM had declined to 22.2% on a conselidated basis and 23.8% on non-censol-
idated basis, due to deterioration of income and provisions for loss on interest repayments. In fiscal 2007, we expect to restore the
non-consolidated ratio to 28.7%. To siabilize operations and lay the groundwork for future growth, however, we must adopt capital
strategies aimed at raising both the consolidated and non-consolidated owner’s equity ratio to the mid 30’s (%}. This is our most
urgent priocity. Therefore, although we recognize chat the substantial losses incurted in fiscal 2006 are a one-time phenomenon, we
have decided to lower annual cash dividends to ¥100.00 per share, down ¥40.00. We have set a shareholder return policy that targets
a ratio of profir distribution (total amount of dividends and share buybacks) to shareholders of 30% of net income or higher on a

non-consolidated basis over the medium term while maintaining an appropriate owner’s equity ratio.




In Conclusion

Creating a New Chapter in Our History
In light of upcoming legal amendments, not only consumer finance companies but also credit card companies and installment sales
finance companies will be forced to undertake drastic reforms. Indeed, it will be a challenging time that will test the strength of all
companies involved and ultimately determine their survival. In this context, the ACOM Group will swiftly implement its announced
structural reforms. At the same time, we will serve as a “people’s finance” provider with whom customers can closely identify as we
build an image as a company that delivers relief, confidence, and low-price. In addition, we will modify our business model to facili-
tate stable profit growth even in an environment where the average yield on unsecured consumer loans is berween 16% and 17%.
Meanwhile, we will reinforce our guarantee business and other diversified financial services, tap new markets in Southeast Asia, and
accelerate new business initfatives under our alliances with MUFG. If we can build a strong foundation capable of generating syner-
gies across Group businesses in the retail finance marker, we will be well positioned to consider further business and capital alliances,

including M&A activities. Then we can return to a path of sustained growth.

By adopting the above strategic measures, we are confident that we can overcome this period of dramatic change, contribute 1o the

sound development of the consumer credit market, and create 2 new chapter in our history. We look forward to your ongoing support

sk Aokt

Shigeyoshi Kinoshita
President & Chief Executive Officer

as we embrace the challenges of the future.
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Special Feature 1

Changes in the Lending Industry

Law for Revisions to Laws Regarding Regulation of the Lending Industry, published on December 20, 2006.

Second Initiative
Within one year of publicarion
(principle enactment period)

First [nitiative
January 2007

Fourth Initiative
Within 30 months of
principle enactment period

Third Initiative
Within 18 months of

principle enactment period

* Law name change wo

* Raise penalties for
Money-Lending Business Law

unregistered operations
* Establishment of Moneylenders
Associations approved
by the government

» Strengthening of
rules of conduct

+ Lstablishment of
system for orders for
/ improvement of operarions

* Digiralizarion of documents

* Reduction of maximum
interest rate (ACMI)

* Restrictions on
tolnl ]U:in amounts

+ Establishment of certification
system for lending
business managers

* Establishment of designated
credit information service

organization system * Obligation of analysis of

berrower's repayment capacicy

* Abolishment of
Minashi repayment®

* Pre-transaction rerm shects
made compulsory

* Payments where incerest rates abave the maximum allowed under che IRRL are deemed legal if the borrower consents.

The Regulations Governing Moncy Lending Business Law (RMBL)
was amended at the end of 2006, with the aim of addressing the
problem of borrowers with multiple debts. The new legislation has
tightened regulations governing the lending industry in two ways.
First, the maximum interest rate chargeable under the Acceptance of
Contributions, Money Deposits, and Interest Law (ACMI} will be
reduced from the present rate of 29.2% to 20% by the end of 2009.
Second, the legislation introduces restrictions on the total amount
that each person can borrow. These tighter regulations promise to
cause major structural changes in Japan's consumer finance industry

in the years ahead.

Unifying Interest Rate Restrictions in Line with
the Interest Rate Restriction Law and
Lowering the Maximum Allowable Rate

On December 13, 2000, the Japanese Parliament passed a resolution to
amend the Money-Lending Business law. The amendment is designed
to eliminate the so-called “gray zone,” which refers to the incensistency
between maximum rates under the Interest Rate Restriction Law
{IRRL) - berween 15 to 20% and the ACMI — 29.2%. By the end of
2009, the maximum rate will be unified at 20% under the IRRL. In
addition to consumer finance, this change will have a massive impact on
companies in the small business finance, credit card, and installment
sales finance industries, as well as the people who use their services,
numbering around 135 mitlion (with a total loan balance of between ¥18
trillion and ¥20 willion). By late 2009, when the moratorium period

ends, lending companies will need to restrucrure their business models.

I0

Plainly speaking, they will be pressured to modify their cost structures
to address significant declines in interest income. Also important will be
reductions in bad-debt-related expenses, which constitute the major
portion of operating expenses. An urgent task for lenders will be o
redesign their business models to include adoption of more stringent
lending criteria and reassessment of lending models.

In the short term, a credit constriction has prompted an accelera-
tion of requests among borrowers to return the portion of interest
exceeding the maximum interest rate under the IRRL. As we phase
out lending at rates that fall under the gray zone, however, requests for

interest repayment should decrease over the medium term.

Loan Balance to Shrink Due to
Restrictions on Loan Amounts

Another important aspect of the aforementioned changes is the intro-
duction of restrictions on total loan amounts. Specifically, lenders
must, participate in a credit information service organization designat-
ed by the Prime Minister. This will enable lenders, when considering
to conclude contract to extend a loan, to gain an understanding of
the prospective borrower's rotal existing debts. In principle, registered
lenders are prohibited from providing loans in excess of one-third of
a borrower’s annual income. This restriction is designed to eliminate
the problem of multiple-debt borrowers by prohibiting the extension
of loans that exceed 2 borrowet's repaymenc capacity. Accordingly,
lenders will be forced to control extension of new loans, which will
lead to a decline in outstanding loans in the market and lead to

intensified competition to attract high-quality customers.




Special Feature 2

Moving into the Forefront

Rather than wait until the 2009 year-end expected legal deadline for
reducing its maximum interest rates, in June 2007 ACOM launched
new loan products with the maximum races of 18%. In the process,
we will focus on building a brand image as a company thar provides
relief, confidence, and low-price. At the same time, we will strive to

attract high-quality customers,

Background of Expediting New Product Launch

There were five main reasons for unveiling the new 18% masimum
rate loan products. First, our program to cut operating costs by ¥40
billion or mote is proceeding well, and we can now envisage a frame-
work capable of generating at least ¥50 billion in annual operating
profit if the average yield on unsecured loans falls to the 16% range,
as we plan for it to. Second, given expectations of intensified compe-
tition, we are striving 1o prevent loss of existing customers while
addressing demand from a broader audience, including medium-risk
borrowers, in order to swiftly atract high-quality customers. Third,
by targeting an interest rate range below the maximum under the
IRRL, we hope to lower the risk of future requests for interest repay-
ments. Fourth, we are reducing the risk of loan default by adopting
more stringent lending criteria and raising the quality of credit. Fifth,
by swiftly establishing an image as a low-price “people’s finance”
lender, we hope to increase motivation among employees. Progress in
these five areas, we believe, will directly benefit our efforts to raise

corporate value for ACOM in the future,

Target Customers for New Products

The new products are aimed at new loan contracts. In principle, we will
respond to applications from customers with existing loans via credit
screens using new lending criteria, in order to decide whether or not
such customers can switch to the new loans. As a key priority, we will
closely analyze existing customer data to identify high-quality borrow-
ers, whom we will actively encourage 1o shift to our new loan product.
In addition to reorganizing our custemer portfolio, by introducing
the new products we aim to uncover a lower-risk customer segment
and embrace a low-risk lending policy. In the process, we will berrer
meet the expectations of customers and apply more incentive-based

interest rates that are lower than those prescribed by law.

Short-Term Impact on ACOM

The interest rates on our current products range between 13.140%
and 27.375%. In order to narrow the range o berween 12% and
18% with our new products, we must apply more stringent lending
criteria aimed at lowering the risk of default. To this end, over the
short term the new lending ratio, which indicates the percentage of
new applications that we ultimately approve, will fall.

Having introduced the new loan products, we expect the average
yield on unsecured loans extended by che parent company ro be
19.89% in the fiscal year ending March 2008 (down 236 basis points
from the previous year). In the meantime, we will targer business
reforms aimed at gradually bringing down average yield to the 16%

range by the year ending March 2010. Moreover, we plan for the new

II




New Customers and Lending Ratio in
Unsecured Loans for Consumers (Non-consolidated)
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lending ratio for the parent company to fall to around 35% for the year
ending March 2008, from 55.3% in the year under review.
Accordingly, the number of new unsecured loan customers will fall to
around 186 thousand down 82,710 year-on-year, and the balance of
loans outstanding will decline 10.5%, to ¥1,294.5 billion. That is, in
the short term, in addition to reducing interest rates, we will face very
challenging business conditions as the adoption of more rigorous lend-
ing criteria will reduce the new contract ratio, which will lead to
declines in customer numbers and outstanding loan balances. In prevail-
ing amid these challenges, however, we will strive to atract high-quality

customers and minimize the magnitude of the loan balance decline.

Cost Structure Reforms to Boost Operating Efficiency

To prepare for these challenges, the ACOM Group will implement
extensive reforms covering all of its businesses and organizations. Key
tasks include rebuilding our loan business model and restructuring
Group businesses and functions. We are currently implementing a
program aimed at reducing operating expenses (excluding financial
expenses, bad-debt-related expenses, and interest-repayment-related
expenses) by ¥40 billion compared with the year ended March 2006.
Our most urgent priority is to transform the model for our core
unsecured loan business into a low-cost medel, by (1) converting
outlets operated by the parent company into unstaffed ones and con-
solidating our call centers, and (2) reducing personnel, advertising
and promotion, and expenses for computer operations and develop-
ment. As this graph on the next page, we are making good progress

in these areas.
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(1)
Conversion to unstaffed outlets and consolidation of call cemters
(parent company)
In our unsecured loan business, our program to reorganize our loan
sales outlets, centering on converting staffed facilities to unstaffed
ones, and consolidate our call centers was completed by March 2007
as planned. We now have 1,812 loan sales outlets, down 191 from

March 2006, and two call centers, down from four.

(2)
Reduction of personnel, advertising and promotion,
and expenses for computer operation and development

In line with the conversion to unstaffed outlets and rationalization of
administrative departments, 709 employees accepted voluntary retire-
ment, resulting in a ¥14.5 billion special retirement expense for the
year under review, reported as an extraordinary loss. As a tesult, we
have achieved our objective of reducing personnel costs by around
¥8.0 billion per year. With che addition of natural attrition, we fore-
cast 2 ¥10.9 billion decline in such expenses for the year ending
March 2008 compared to levels for fiscal 2005.

In the year under review, advertising and promoticnal expenses
amounted 1o ¥16.0 billion. By reassessing our television advertising
approach, however, we are secking to reduce such expenses to below
¥9.0 billion annually. For the year ending March 2008, we forecast
advertising and promotional expenses of ¥9.8 billion, down ¥6.2 bil-

lion compared to levels for fiscal 2003.
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We also plan to lower expenses for computer eperation and devel-
opment by ar least 30%. We will achieve this by introducing bank-
relared general ledger packaged software provided by an Indian com-
pany and rebuilding our mainstay computer systems by switching to
an open system. The new system is under development and sched-
uled to be on stream in 2009, For the year ending March 2011, we

expect to reduce annual compurting expenses by around ¥6.0 billion.

Use Our Renowned Lending System to
Identify High-Quality Customers

ACOM is already actively promoting incentive interest rates within
limits set under the IRRL. The interest rate for customers making use
of services similar in standard to our new loan product was 11.7% at
fiscal year-end, based on the outstanding loan balance. However, the
balance of loans yielding between 15% and 18% as a percentage of
the total loan balance will swiftly jump to 46.6% during the year end-
ing March 2008. This is not only due to the introduction of the new
loan products but also to our strategy of identifying high-qualiry cus-
tomers from our existing borrowers by enhancing the accuracy of our
loan screening system. The Group's greatest strength is its advanced
screening model, based on transaction data for more than 8.5 million
customers it has served over many years. In the new interest rate envi-
ronment, this system will play a crucial role in our efforts to increase
the number of high-quality customers because it will enable us w0
identify those borrowers who, despite having generally weak customer
artributes, would nevertheless represent a reliable customer segment.

The ACOM Group is currently building an extremely high-precision

Loan Balance for Unsecured Loans
in the 15%-18% Interest Rate Range
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loan screening model that is superior to those of its competitors, and
this model has received the endorsement of the Mitsubishi UF]
Financial Group, Inc. (hereinafier MUFG). Going forward, we will
effectively utilize our lending system to identify high-quality cus-

tomets even in the most difficult business circumstances,

Segmentation from DC Cash One under Consideration

There have been concerns thar the launch of the new loan product
will lead to overlap of customer segments targeted by ACOM and
subsidiary DC Cash One Lid. thereinafter DC Cash One). However,
the customer appeal and sales processes of the two companies are
quite different. ACOM is widely recognized as a consumer credit and
people’s finance company, while DC Cash One has the benefit of the
powerful MUFG brand image. In the future, we will continue our
policy of attracting customers under our two-brand strategy, center-
ing on ACOM and DC Cash One. At the same time, we will give
full consideration to the merits of separating the two brands. For
example, we may introeduce into DC Cash One’s lineup new prod-

ucts with an even lower interest, to give customers a wider choice.
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Special Feature 3

Progress of Alliance with
Mitsubishi UF] Financial Group, Inc.

Significance and Progress of Alliance with
Mitsubishi UF] Financial Group, Inc.

The ACOM Group anticipates that the domestic consumer finance
market will become more appealing as business condirions change in
line with peeple’s diversifying lifesryles. With this in mind, in March
2004 we formed a strategic business and capiral alliance with the
Mitsubishi Tokyo Financial Group, Inc. (currently Mitsubishi UF]
Financial Group, Inc.), covering the retail finance category. The aim
of the zlliance has been to deploy the expertise and business founda-
tions of both parties to maximum efficiency in order to reinforce and
upgrade their respective competitive positions in the retail finance
marker and thus raise profitability, Another key objective was to fos-
ter the sound development of Japan's consumer finance market.

In the wake of major reorganization in the banking sector, conditions
in the consumer finance marker are changing dramatically. Accordingly,
the strategic business aspect of the alliance has not progressed at the speed
we initially envisaged. However, the direction of the alliance remains

unchanged, and we have made steady progress as described below.

Structure and Progress of Alliance with
Mitsubishi UF] Financial Group, Inc.

1. Diebr guarantees in the consumer finance business
* In February 2006, DC Cash One launched guarantee services for
the Super IC Card “Tokyo-Mitsubishi UF]-VISA”.
* in August 2006, DC Cash One launched the IC credit card
(issued by former UF] branches).

* We will launch guarantee services for a new dedicated unsecured
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loan product by The Bank of Tokyo-Mitsubishi UF], Lid.
{BTMU) scheduled for launch in the year ending March 2008.

2. Debt guarantees related to setelements by small businesses
* With the scheduled liberalization of the market for business loans
offered by the credit guarantee arms of banking groups, we are
examining various possibilities, including expansion of our credit

guarantee services for corporations.

3. Alliances with affiliated financial institutions and corporations
related to the guarantee and loan servicing businesses
* In the year ended March 2006, we entered an alliance with three
regional banks closely affiliated with BTMU, covering guarantees
for personal loans.
* In the same year, IR Loan Servicing, Inc. merged with DC

Servicer company, Led.

4. Murual access to networks and infrastructures
» After the systems of the former The Bank of Tokyo-Mitsubishi,
Led. and UF) Bank Limired are fully integrated within BTMU,

we will examine various future possibilities,

5. International advancement of consumer finance business, center-
ing on Asia
* At present, we are working together with BTMU with a view to
take a joint equity stake in PT. BANK NUSANTARA
PARAHYANGAN Tbk, of Indonesia.
* We have opened two overseas representative offices (in Beijing
and Ho Chi Minh Ciry) with various assistance from MUFG.
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Business Highlights

Segment

Business Overview and Market Position

Loan Business

The loan business, centering on unsecured loans for consumers, is the ACOM Group's core business, accounting for
88.4% of consolidated operating income in the fiscal year ended March 31, 2007. ACOM has acquired advanced
credit screening expertise based on data from mere than 8.5 million customers it has served in che past. We are utiliz-
ing this expertise te provide services through various channels, including our automatic contract machines, the inter-
net, and mobile phones.

Moving quickly w address new laws governing the maximum interest rate on loans, ACOM is wotking hard to
meet the expectations of new customers and attract a segment of low-risk borrowers.

Meanwhile, two subsidiaries in this business continue to steadily expand their businesses: DC Cash One Lid.,
which reported a double-digit rise in the balance of loans receivable amid difficult circumstances, and FASY BUY
Public Company Limited (hereinafter EASY BUY), our subsidiary in Thailand.

According to the 2007 edition of Consumer Credit Statistics of Japan {published by the Japan Consumer Credit
Industry Association), the domestic consumer loan marker is currently approximately ¥10 trillion in terms of loans
receivable outstanding. With a share of around 16%, ACOM is one of the leading players in this market.

Diversified Financial Services

Guarantee Business

ACOM provides guarantees on unsecured personal loans via alliances with financial institutions, centering on promi-
nent regional banks. By combining the brand power and sales channels offered by banks with ACOM's credit screen-
ing and collection expertise related to unsecured consumer loans, from product planning to loan collection we are
able to provide guarantee arrangements tailored to the needs of alliance partners. As of March 31, 2007, the ACOM
Group had tie-ups with 14 banks. Ies balance of guaranteed loans receivable has continued to increase, reaching
¥105.9 billion ar fiscal year-end.

Credit Card Business

In 1998, ACOM acquired principal membership of MasterCard International and entered the credit card business in
the following year with the issue of the ACOM MasterCard®.

In this business, we are promoting credit card issuance via immediate card-issuing machines linked to our network
of MUJINKUN automatic contract machines. We are also focusing on credit card alliances with large-scale recail
chains 2nd other companies with strong customer-attraction power. Given the constraints of the Interest Rate
Restriction Law, however, it has become difficult to generate ample profits from the issue of alliance cards. For this
reason, we will place greater emphasis on promoting ACOM MasterCard® to our loan customers. As of March 31,
2007, there were 1,175 thousand holders of cards issued by the ACOM Group.

Installment Sales

Finance Business

In this segment, ACOM specializes in installtnent sales finance services 1o facilitate the purchase of items through agree-
ments we have with affiliated retailers. When a customer wishes to purchase a high-priced item, we pay the retailer in
advance, and the customer reimburses us in subsequent installments,

According to Consumer Credit Seatistics of Japan, the market for this service in Japan is estimated ro be around ¥10
trillion, and the ACOM Group's share is just under 1%. In Asia, where there is significant growth potential, we are
expanding our hire purchase (installment sales finance) business through EASY BUY, our subsidiary in Thailand.

On Apnl 1, 2007, our domestic installment sales finance business was reorganized into a new company, AFRESH
CREDIT CQ., LTD., which combines the entire ACOM Group's business foundarion and expertise related to install-
ment sales finance. In this way, we are working to build a new base for our installment sales finance business.

Loan Servicing Business

ACOM entered the loan servicing business by taking an equity stake in IR Loan Servicing, Inc. In addition to the
purchase of loans and debt collection services, IR Loan Servicing is developing a comprehensive loan servicing busi-
ness, including loan-servicing-related clerical work outsourcing services, temporary siaffing services, and corporate
revitalization services, We are now cementing a presence as a mainseay player in the industry. According to the
Ministry of Justice, the balance of receivables in this marker at the end of December 2006 was ¥193 wrillion.

Other Businesses

Rental Business

ACOM operates a business in the renting out of goods used in daily life and leisure equipment, and also provides
support for event planning,

Other Businesses

Other activities of the ACOM Group inctude life and non-life insurance agency services and real-estare-related activities.
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Major Group Companies

Composition of Operating Income (Five Year Period)

+ACOM CO., LTD.
+ DC Cash One Lud.
+ EASY BUY Public Company Limired

884

91.79,

FY2001 FY2006

* ACOM CO.,, LTD.
* DC Cash One Ltd.

* ACOM CO,, LTD.

«ACOM CO., LTD.
+ JCK CREDIT CO., LTD.
+ EASY BUY Public Company Limired

* IR Loan Servicing, Inc,
* Yugensekinin-Chukanhojin Mirai Capital
* Power Investments LLC

9.3
675 ro e '\
N S

FY2001 FY2006

+ ACOM RENTAL CO.,, LTD.

» RELATES CO., LTD.
* AC Venrures Co., Lid.

« ACOM FUNDING CO., LTD.
*JLA INCORPORATED

= ACOM ESTATE COQ., LTD.

+ ABS CO., LTD.

« A B PARTNER CO., LTD.

+ ACOM {U5.A) INC.

2.3
1.6{:%/’\.\ Ve y\

N > .

FY2001 FY2006

7




Operations by Business Segment

Loan Business (Consolidated)
Opetating Income and Receivables Ouestanding
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Loan Business

Segment Characteristics and Basic Strategies

In Japan, the Group provides loan services via a two brands strategy
under ACOM and DC Cash One Lid. (hereinafter DC Cash One).
Overseas, EASY BUY Public Company Limited (hereinafter EASY
BUY), our subsidiary in Thailand, helds a prominent position in that
marker. All three entities are working to expand their operations,
centering on unsecured loans for consumers, with an emphasis on
upgrading the quality of credit, reinforcing customer-drawing power,

and enhancing efficiency through business reforms.

Fiscal 2006 Highlights

Upgrading the Quality of Credit

In fiscal 2006, ACOM further strengthened its loan management
system, which represents one of its key strengths. We also stepped up
follow-up and counseling functions for customers and strove to
improve the quality of credit. To prepare for legislation thar will
lower the maximum interest rates on loans at the end of 2009, we
have incrementally enforced more rigorous credic screening stan-
dards. As a result, lending ratio for unsecured loans extended by the
parent company fell from 67.8% to 55.3%. Meanwhile, we actively
reassessed the transactional and credit circumstances of our customers
and adopred preferential interest rate. These steps will reduce the risk
of default. As a result, the balance of loans extended to customers
with preferential interest rate of between 15% and 18% rose o
11.7% of the total loan balance, from 6.8%.

i8
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Reinforcing Our Customer-Drawing Power
For the ACOM brand, we placed top priority on implementing more
rigorous credit screening and applying interest incentives. For the
DC Cash One brand, we stepped up sales initiatives in an effort to
ateract customer segments not addressed by the ACOM brand.

Enhancing Efficiency through Business Reforms
At present, around 80% of new loan contracts are concluded via our
unstaffed outlets, while our call centers handle practically all inquiries
and advisory services. Given these circumstances, and consistent with
our Group operational reform program, in fiscal 2006 we expedited
the conversion of loan sales offices into unstaffed outlets. At the same
time, we raised operating efficiency by centralizing our four conract
centers and 12 service centers into two locations each. We also
arranged voluntary early retirement for 709 staff. In addition, we
promoted more efficient advertising activities by placing advertise-
ments selectively according to changing bustness conditions and
renewing our focus on cost-benefit performance. See p. 12 for details

on our operational reforms.

Tapping Overseas Markets
In fiscal 2006, ACCM opened representative offices in China and
Vietnam, through which we began surveys and marker research aimed
at expanding our business presence in Asta. We also reached an agree-
ment with the Bank of Tokyo-Mitsubishi UF], Ltd. (hereinafier
BTMU) to take a joint equity stake in PT. BANK NUSANTARA
PARAHYANGAN Tbk., a bank in Indonesia. We are now in the

final stages of negotiations and aim to start business in the near future,
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Fiscal 2006 Perfermance and Fiscal 2007 Outlook

During the year, the parent company faced an increase in bad debt
stemming from clims for interest repayments and a year-on-year
decline in the number of new customers. Accordingly, the consoli-
dated balance of loans receivable at year-end slipped to ¥1,632.3 bil-
lionr, down 4.2% from previous year, and interest income decreased
5.5%, to ¥374.5 billion.

By contrast, DC Cash One attracted a steady increase in new cus-
tomers, boosting the number of loan customers by 6.2%, to 182
thousand at year-end. Accordingly, DC Cash One’s loan operating
income rose 16.4%, 1o ¥13.2 billion, and its balance of loans receiv-
able climbed 11.5%, to ¥82.6 billion.

EASY BUY, our subsidiary in Thailand, faced a decline in prof-
itability due to the introduction of restrictions in the maximum
interest rates in July 2003, and thus posted a net loss of around ¥200
million {combined net loss from loan business and installment sales
finance business).

In fiscal 2007, we will seek o swiftly atract high-quality cus-
tomers for the core ACOM brand, including low-risk customers that
we have not targeted in the past, and we will introduce new products
with a maximum interest rate reduced to 18%. Due to these actions,
we predict that the share of loans with yields between 15% and 18%
in our toral loan balance will jump sharply, from 11.7% in fiscal
2006 1o 46.6%. At the same time, more rigorous credit screening will
lead 1o 2 10.5% decline in the balance of unsecured loans, to
¥1,294.5 billion. Moreover, we expect the average yield for unse-
cured loans extended by the parent company to fall 236 basis points,
to 19.89%.

In fiscal 2007, DC Cash One will continue slowly but steadily
expanding its loan balance. For the year, we forecast ¥7.3 billion

growth in the balance of unsecured loans extended, to ¥90.0 billion.
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Meanwhile, the Thai economy is continuing to grow steadily at
between 4% and 5% annually. In chis context, EASY BUY expects to
continue expanding its business, with a 50.2% jump in operating
income, to ¥19.3 billion, and a 30.7% increase in the number of loan
accounts, to 727 thousand, bringing its total loan balance to ¥78.4
billion, up 57.1% year-on-year.

On a conselidated basis, however, we forecast a 14.9% fall in oper-
ating income for the loan business, o ¥318.8 billion, due o the
major impact of a decline in operating income by the parent compa-
ny. Wich respect to the consolidated operating expenses for the seg-
ment, we predict a 12.5% rise in financial expenses, to ¥23.3 billion,
and 2 13.4% increase in bad-debt-related expenses, to ¥156.0 billion.

Future Trend in Claims for Interest Repayments

With respect to the unsecured loan business of the parent company,
in the first half of fiscal 2006 we made a one-time ¥357.5 billion pro-
vision for loss on interest repayments, covering estimated losses over
a five-year period stemming from repayments of interest and waiver
of loan principal. We took this action following the announcement
of guidelines by the Japanese Institute of Certified Public
Accountants (JICPA). Thereafter, however, we revised our future
projection in light of actual claims received, and by fiscal year-end we
had increased the allowance for loss on interest repayments to ¥490.0
billion. It is extremely difficult to predict with confidence how claims
for interest repayments will evolve in the future. Based on internal
analysis from multiple perspectives, we feel that claims will continue
rising in fiscal 2007, Nevertheless, we believe that such claims will
begin declining in fiscal 2009 as we make progress in reorganizing
our loan portfolio. Therefore, we believe that existing allowance will

be sufficient to cover claims for the time being,
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Guarantee Business

Segment Characteristics and Basic Strategies

ACOM provides guarantee services, mainly on unsecured loans to
individuals. It is an area in which we can utilize our credit screening
and management expertise related to unsecured consumer loans,
accumulared over many years. Through alliances with BTMU and
prominent regional banks, we will position this segment as a new
growth area and driver of diversified financial services. Moreover, the
guarantee business generates attractive income with low levels of risk

concerning bad debt write-offs.

Fiscal 2006 Highlights

Strong Growth for DC Cash One

Combining the extensive customer bases of banks with ACOM’s
credir screening expertise, we are able to provide guarantee arrange-
ments tailored to the needs of alliance partners. In fiscal 2006, we
sought to expand the guarantee business of DC Cash One. During
the year, we began providing guarantee services for the Super IC
Card, “Tokyo-Mitsubishi UF]-VISA,” issued by BTMU. In August
2006, we added an 1C credit card, issued by former UF] branches,
and in February 2007, we launched similar services for a card jointdy
issued by BTMU and East Japan Railway Company. Despite being a
relatively newcomer to this business, having started in fiscal 2005,
DC Cash One's balance of guaranteed receivables stood at ¥9.1 bil-
lion at the end of fiscal 2006, a 35.9-fold jump from previous year.

Reinforcing Our Alliance with RELATES CO., LTD.
The guaraniee businesses of ACOM and DC Cash One benefit from
our alliance with RELATES CQ., LTD. (hereinafter RELATES), a
wholly owned subsidiary. RELATES specializes in providing call cen-
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ter services for regional banks and other guaranree business alliance
partners, as well as temporary staffing and consulting services. In fis-
cal 2006, we reinforced our alliance with RELATES in order o
deliver better services to our alliance partners.

Fiscal 2006 Performance and Fiscal 2007 Outlook

In fiscal 2006, we worked to expand our guarantee business by
strengthening our alliance with RELATES, with top priority on rein-
forcing our business promotion system and realizing low-cost opera-
tions. Due to negative media coverage related to the consumer
finance market, however, our regional bank alliance partners placed
some restraints on their advertising activitics. As a result, the year-end
balance of guaranteed receivables rose only 17.9%, to ¥105.9 billion,
representing a deceleration of the rapid growth experienced to date.
Income from credit guarantees rose 15.9%, to ¥6.0 billion, and oper-
ating income in this segment (including commissions from guarantee
services etc.) climbed 39.0%, to ¥9.2 billion. However, such increas-
es were below our initial forecasts. The ratio of bad debt write-offs of
the parent company in this segment rose 79 basis points, t 3.97%.

In fiscal 2007, we look forward to providing guarantee services for
unsecured consumer loan products scheduled for launch by BTMU.
We also expect to enter guarantee alliances with new regional banks.
These actions should help us return o strong growth. For the year,
we forecast a 16.8% increase in consolidated operating income from
the guarantee business, to ¥10.8 billion, and a 40.2% jump in the
balance of guaranteed receivables, to ¥148.6 billion. Within the latter
figure, we project a 170.7% surge in the balance of guaranteed
receivables of DC Cash One, to ¥24.7 billion. In addition, we are
actively considering entry inte the business of guarantees for small
business loans provided by banks — a segment of the market that was
liberalized in June 2007.
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Installment Sales Finance and
Credit Card Business

Installment Sales Finance

Segment Characteristics and Basic Strategies
ACOM is secking to achieve medium to long-term income growth
for its installment sales finance business by generating synergies with
its credit card business in meeting the shopping needs of consumers.
Our most urgent priority at present, however, is to upgrade the quali-

ty of credic by reassessing our existing affiliations with merchanss.

Fiscal 2006 Performance and Fiscal 2007 Qutlook
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Group’s business foundation and expertise related to installment sales
finance. Going forward, however, we will screen potential affiliated
merchants more meticulously and place top priority on reviewing
contracts with high-risk merchants. We are also reassessing the quali-
ty of EASY BUY's credit portfolio. For fiscal 2007, therefore, we
forecast a 24.8% fall in segment operating income, to ¥7.6 billion,
and a 17.5% dedline in the year-end balance of installment receiv-
ables, 1o ¥47.0 billion.

Credit Card Business

Segment Characteristics and Basic Strategies

In fiscal 2006, we stepped up sales promotion activities for affiliated
merchants and focused on cultivating new alliance partners. However,
consolidated operating income in this segment declined 31.9%, to
¥10.1 billion, and the year-end balance of installment receivables fell
31.6%, to ¥56.9 billion. The ratio of bad debt write-offs by the parent
company was down 56 basis points, to 3.97%.

In Japan, ACOM’s installment sales finance business is built on a
defensive strategy. Overseas, however, we have pursued an offensive
strategy through EASY BUY in Thailand. However, the maximum
interest rate that lenders can charge has been lowered, and in
response, EASY BUY reduced its interest rate on installment sales
finance arrangements, At the same time, we shifted our emphasis
from expanding the balance of receivables to reassessing the quality of
credit, in order to build a foundation for medium and long-term
growth. Consequently, EASY BUY posted a 25.0% decline in operat-
ing income, to ¥5.07 billion, and a 24.2% decrease in the balance of
installment receivables, to ¥15.3 billion.

On April 1, 2007, the installmen sales finance business of the par-
ent company was transferred to a subsidiary, resulting in the birth of
AFRESH CREDIT CQ., LTD. which combines the entire ACOM

In its credit card business, ACOM typically issues cards in two for-
mats: ACOM MasterCard®, provided as a value-added service for
loan customers, and cards issued in alliance with large-scale retail
chains and other companies. In an effort to grow this business, we
focused particular energy on expanding the number of alliance card
partners, because it allowed us to cultivate a customer base that is dif-
ferent from our loan business. Decrease of maximum interest rate to
that allowed under the Interest Rate Restriction Law, however, we
have concluded that achieving profitability under this formar will be
very difficult. Accordingly, we will focus on ACOM MasterCard® in
the future.

Fiscal 2006 Performance and Fiscal 2007 Qutook

In fiscal 2006, consolidated operating income from our credit card
business declined 5.2% from the previous year, to ¥6.1 billion, and
the year-end balance of credit card receivable fell 6.8%, to ¥44.8 bil-
lion. During the year, we continued our emphasis on upgrading the
quality of credit. The ratio of bad debt write-offs for the ACOM
MasterCard® grew 109 basis points, to 9.29%.
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To date, ACOM has focused on issuing credit cards in alliance
with companies that are prominent in their respective fields, with the
aim of gaining access to a new customet base. Forming alliance card
agreements entails considerable costs, however, including cash incen-
tives for customets at the rime of contract and sales promotion sup-
port for alliance partners. Given the constraints of the Interest Rate
Restriction Law, moreover, it is extremely difficult to generate ample
profits. For this reason, we will discontinue issuing alliance cards that
incur considerable cutlays. To minimize inconvenience for cus-
tomers, we will encourage alliance cardholders to switch 10 ACOM
MasterCard® when their existing cards expire.

To date, we have not sufficiently promoted ACOM MasterCard®,
which we issue to loan customers. Going forward, however, we will tar-
get sales by encouraging consumers to use this card as a traditional
credit card. Due to a decline in the number of loan customers of the
parent company, however, we forceast a 7.0% decline in the consoli-
dated operating income for this segment, to ¥5.7 billion, and a 5.3%
increase in the balance of credit card receivables, to ¥47.2 billion.

Loan Servicing and Other Businesses

Segment Characteristics and Basic Strategies

ACOM entered the loan servicing business by taking an equity stake
in IR Loan Servicing, Inc. (hereinafter IR Loan Servicing). In this
segment, we are steadily expanding the scope of our business, center-
ing on the purchase of loans and debt collection services, as well as
clerical agency and temporary staffing services. We also have a 20%
stake in RISA Partners, Inc. (hereinafter RISA Partners), which has a
wealth of expertise in corporate loan management. By fusing the
expertise of ACOM, IR Loan Servicing, and RISA Partners, we are
building a comprehensive loan servicing business, covering loans to

both individuals and companies.
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Fiscal 2006 Performance and Fiscal 2007 Outlook

Competition has continued to intensify in the loan servicing seg-
ment. In addition, profitability has declined due to soaring costs of
purchasing loans and longer periods necessary to collect collateralized
loans as financial institutions enter the final stages of disposing of
their non-performing loans. Facing these challenges, in fiscal 2006
we strove to expand our business by focusing on reinforcement of our
sales and collection capabilities. However, total collection of pur-
chased receivables remained mostly unchanged, ac ¥13.3 billion,
while segment operating income {including commissions on con-
signed purchases) slipped 2.1%, to ¥13.8 billion. In fiscal 2007, we
will address the growing demand for purchase of small balance loans
and strengthen our collection capabilities. For the year, we are target-
ing a 28.7% risc in operating income, to ¥17.8 billion, and a 16.7%
increase in the balance of receivables outstanding, 1o ¥30.1 billion.

Other Businesses

In fiscal 2006, consolidated operating income from the rental busi-
ness rose 4.0%, to ¥4.4 billion, and operaring income from other
businesses — mainly life and nonlife insurance agency services and real
estate-relared activities — rose 105.9%, to ¥5.2 billion. In fiscal 2007,
we forecast a 6.9% increase in operating income from the rencal busi-
ness, w ¥4.8 billion, and a 46.8% drop in operating income from

other businesses, 1o ¥2.8 billion.
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Corporate Governance

Basic Stance

The ACOM Group, guided by its lifelong “circle of trust” spirit,

maintains an ongoing corporate commitment to respecting ochers,

placing the customer first, and creative and innovative management.

Based on this commitment, we are seeking to deepen mutual trust

between our stakeholders and ourselves and thus progress in partner-

ship with society.

In order to meet the expectations of stakeholders and build
stronger teust, we will strengthen corporate governance as 2 key man-
agement priority. To this end, we will take steps 1o enhance the
soundness, transparency, and efficiency of our operations and achieve
sustained increases in our corporate value.

We recognize that effective internal conrrol systems are essential o
creating an appropriate corporate governance framework. Based on
this recognition, we are encouraging all members of our organization
to join forces in building internal control systems and assuring their
effectivencss, under the leadership of the President & CEO. At the
same time, we are constantly evaluating, verifying, and improving the
effectiveness of internal control mechanisms already in place.

We introduced a statutory auditor system in order to achieve the
following objectives:

* Expedite deciston-making and business execution by having a
Board of Directors that centers on internal ditectors who are closely
attuned to the Company’s operations

* Strengthen the supervision function by successively appointing out-
side directors and outside statutory auditors to reinforce the inde-
pendence of audits

» Clearly separate the supervision and business execution funcrions
through the introduction of an executive officer system.

Current Status

(A)

Overview of Management Entities

{a)

Board of Directors
We have reduced the size of the Board of Directors in order 10 speed
up decision-making and ensure cffective mutual monitoring among
, directors. The Board now has 11 members (maximum of 12 permit-
ted under the Articles of Incorporation), including one outside diree-
tor. In addition to deciding important business management matters,
such as management strategies and planning, the Board of Directors
determines basic policies for building corporate governance and
internal control systems. On the basis of these management plans
and fundamental policies, the Board manitors the performances of

the President & CEO and execurive officers.

(8)
Board of Statutery Auditors

The Board of Statutory Auditors consists of four statutory auditors,
including three independent ones. [t meets once a month, in princi-
ple, and more often as deemed necessary, to receive reports concern-
ing imporeant audit-related marters, hold discussions, and pass reso-
lutions. To upgrade the statutory auditors’ capabilities, we estab-
lished the Sctatuzory Auditor’s Office and assigned rwo persons to
provide related support.

fc)
Executive Officers
In June 2003, ACOM introduced an executive officer system. The
Board of Directors appoints executive officers, determines their func-
tion, lines of responsibility and authority, and delegates execution of
operations to them. In these ways, decision-making and business exe-
cution are expedited, while supervision and execution functions are
clearly separated. The Company has 16 executive officers, of whom
eight serve concurrently as directors. Similarly, eight of the 11 mem-
bers of the Board of Directors serve concurrently as executive officers.

{d)
Executive Officers Meeting
The Executive Officers Meeting, which consists of executive officers
who serve concurrently as directors, discusses and makes decisions on
important matters related 1o the execution of business, in accordance
with basic policies determined by the Board of Directors. It also
deliberates in advance resolutions for proposal to the Board of
Directors. The Executive Officers Meeting assembles three times a
month, in principle, and more often as necessary.

{e)
Affiliated Companies Coordination Board
The Affiliated Companies Coordination Board consists of executive
officers wha serve concurrently as directors along with representatives
of ACOM Group companies. In addition to discussing important
matters concerning the management of affiliared companies, the
Board coordinates, communicates, and reports on important matrers
pertaining to the execution of their business. The Board meets once a

month, in principle, and more often as necessary.

»

Various Committees

1} Compliance Commiriee
The Compliance Committee, established by the Board of Directors,
consists of three experts from outside the Company and two ACOM
directors. It discusses and makes recommendations about the follow-
ing compliance-related matters.
o Basic policies and compliance standards
o Important items related to establishment and operation of compli-

ance systems




o Interim and annual plans for implementation
& Mechanisms to correct major violations, prevent their recurrence,
and make improvements
The Compliance Committee meets once a month, in principle,
and more often as necessary.

2) Director Evaluation Committee

Remuneration and bonuses for directors and executive officers who
serve concurrently as directors are subject to evaluation by the
Director Evaluation Commictee, which consists of the Chairman,
Depury Chairman, President, and director in charge of human
resources. T'he Board of Directors passes resolutions based on the
results of such evaluartions, as well as internal rules covering remuner-
ation and bonuses for directors.

3) Risk Management Committee

The Risk Management Committee consists of executive officers who serve
concurrendy as directors. Based on autheriry bestowed upon it by the
Executive Officers Meeting, the Committee establishes the Company's
risk management approach, formulates basic risk management plans, and
discusses and makes decisions on important items related to risk manage-
ment, such as evaluations of imporant tisks. As necessary, it participates
in Executive Officers Meeting and Board of Directors meetings and
makes reports. The Risk Management Committee meets once every three
months, in principle, and more often as necessary.

(B)
Status of Internal Audits and Audits by Corporare Auditors

{a)
Insernal Audits

With an auditing staff of 23 people, the Internal Audit Department
verifies, evaluates, and recommends ways to address problems percain-
ing to compliance status (including observance of relevant laws), inter-
nal conrrol initiatives, and other activities of the Company’s business
execution departments. In addition to ensuring conformity with vari-
ous rules, the Department obtains an accurate understanding of the
risks facing the Company. Based on this understanding, it conducts
risk approach audits to evaluate the risk management stance of each
relevant enrity wichin the Company, and reports the results of such
audirs regularly to the Board of Directors and statutory auditors,

In addition, the Internal Audit Department conducts direct audits
of affiliated companies in the ACOM Group and provides assistance
to auditing staff of such affiliates, thus ensuring eseablishment of an
effective Group auditing system.

(%)
Audits by Staturory Anditors
Based on the Company's auditing policies and auditing plans, statu-
tory auditors attend meetings of the Board of Directors and other

important meetings. Through examination of the Company’s busi-
ness and financial situation, statutory auditers audic the execution of
business by directors and make appropriate and rimely suggestions
and recommendations to facilitate establishment of legal compliance
and business ethics protocols. In addition, the statutory auditors
work together with the independent accounting auditors and the
Internal Audit Department to ensure an accurate grasp of operating
status and evaluare the condition of internal control systems.

In addition, the statutory auditors form close relarionships with staru-
tory auditors of Group companies to facilitate the sharing of information
and ensure appropriate operational behavior throughout the Group.

€
Status of Accounting Audits

{a)

Names of Certified Public Accountants (CPAs) who Audit the
Company’s Accounts, the Audit Corporation to which they Belong, and
their Years of Continuous Audiz Service to the Company
Designared employee, managing partner:

Noburaka Motohashi, Ernst & Young ShinNihen
Designated employee, managing partner:

Shigeo Suzuki, Ernst & Young ShinNihon
Designated employee, managing partner:

Yasuo Matsuura, Ernst & Young ShinNihon
* Since all three auditors have served ACOM for Jess than seven years, their years of serv-
ice have been omitred.
*The above audit corporation has votuntrily put mechanisms in place to prevent the
managing partners from participating in the auditing of the Company’s accounts for
longer than a certain period of time.

(b)
Breakdown of Team Auditing the Companys Accounts
CPAs; 10 persons
Assistant CPAs: 11 persons
Other assistant staff. 7 persons

(D)
Compliance System

The Company has formulated compliance regulations and ACOM’s
Ethical Codes for Business, with the aim of clarifying behavioral
principles and best practices when applying business ethics. At the
same time, we established the Compliance Department and other
compliance-related entities under the guidance of the Compliance
Committee, and appointed Personnel with across-the-board responsi-
bilities for compliance supervision, as well as Personnel with respon-
sibiliies for compliance promotion. In these ways, we take an organ-
ized, planned approach to compliance enforcement.

We also devised basic Groupwide policies for supervising affiliared
companies and supparted the construction of practical compliance
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systems, beginning with the formulation of compliance-related rules,
at each affiliate. In these ways, directors and employees of all Group
companies are united in promoting compliance-oriented practices.

In addition, ACOM has set up compliance consultation offices at
locations inside and outside the company for people who have informa-
tion or issues they wish to discuss, with the aim of prevention, early
detection, and correction of misconduct. To ensure appropriate opera-
tion of the internal reporting system and protect the identity of inform-
ants, we have formulated internal reporting protection regulations.

B
Risk Management System

Business conditions surrounding the Company are constantly chang-
ing, and the assoctated risks to be addressed are becoming more com-
plex and diverse. In chis contexr, ACOM recognizes the importance
of understanding risk and places high priority on reinforcing and
upgrading its risk management - a crucial factor in maintaining the
soundness of operations and assuring stable profitability and growth.

Fundamental items related o risk management are identified in
ACOM’s Risk Management Regulations, which were formulated
under the direction of the Risk Management Committee. These reg-
ulations clarify risks that need 1o be addressed, the entities to be
involved, and appropriate risk management methods. The Corporate
Management Department, responsible for overall control of the
Company’s risk management, undertakes comprehensive and unified
management of risks affecting execution of business, reflecting an
ongoing effort o upgrade and reinforce the Company’s overall risk
management system.

We have also devised information security management rules to
protect personal information and other informational assets held by
the Company. Based on these rules, we implement various measures
to address foreseen risks, including establishment of appropriate safe-
ty and contrel mechanisms. At the same time, we have established an
information security committee and appointed informacion security
management officers, determining the roles of each organization as
well as those of ditectors and employees. ACOM is working system-
arically across the whole organization to ensure informarion securiry.

Corporate Governance and Internat Control System Structure
(As of June 27, 2007)
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(G)
Internal Control Systems

ACOM has resolved 1o establish the following internal control systems,

(a}
System to Ensure that Business Execution by Divectors and Employees

Conforms to Laws and the Company's Arzicles of Incorporation

1} The Board of Directors has formulated compliance regulations
and ACOM'’s Ethical Codes for Business, with the aim of clarify-
tng behavioral principles and best practices for directors and
employees when promoting compliance. Directors shall take the
initiative for enforcing compliance and ensure that employees are
kepr fully informed.

According to behavioral principles, directors and employees
shall not only observe laws, the Articles of Incorporation, and
internal rules bur also respect common decency and human righus,
and undertake their work while placing top priority on ethical
behavior.

The President & CEQ shall declare his intention to lead by
example in practicing business ethics with strong social and public
welfare elements, and shall position compliance enforcement as a
Op management priority.

2} In order to establish a proper compliance enforcement system, the
Company shall establish 2 Compliance Committee and
Compliance Depariment. Compliance Office shall also be placed
in major business departments. In additien, the Company shall
appoint Personnel with across-the-board responsibilities for com-
pliznce supervision, Personnel with responsibilities for compliance
promotion, and compliance staff.
© The Compliance Committee, consisting mainly of members

from outside the Company, shall discuss and make recommen-
datiens pertaining to the following compliance-related items.
* Basic policies and compliance standards
* Important items related to system establishment and operation
* Interim and annual plans for enforcement
* Mechanisms to correct major violations, prevent their recur-
rence, and make improvements
© Personnel with across-the-board responsibilities for compliance
supervision shall oversee creation of systems for promoting
Groupwide compliance enforcement, control measures, moni-
toring, and prevention of recurrence.
¢ The Compliance Department shall propose and promete com-
pliance-related measures throughout the Group while providing
support and guidance to the Compliance Office, Personnel] with
responsibilities for compliance promotion, and compliance staff.
It shall also conduct legal audits of various matters, such as items
discussed at meetings of the Board of Directors and Executive
Officers Meeting, to ensure consistency with laws and the
Articles of Incorporation.

© Compliance Office shall propose and promote compliance in
their own jurisdiction, and provide support and guidance to
Personnel with responsibilities for compliance promotion and
compliance staff.

o Personnel with responsibilities for compliance promotion shall
propase and promote compliance in their own departments, and
provide instructions and guidance to compliance staff.

° Compliance staff shall promote compliance in their own depart-
ments by familiarizing people with compliance-related regula-
tions and manuals, education and training, monitoring, and
other activities.

3} Compliance consultation offices shall be ser up at locartions inside
and outside the Company for people who have informartion or
issues they wish to discuss, with the aim of prevention, early detec-
tion, and correction of misconduct. Efforts shall be made to
ensure appropriate operation of the internal reporting system and
protect the identity of informants, based on internal reporting

protection regulations.

4} In addition to audits conducted by statutory auditors of business
execution by directors, outside direcrors shall be successively
appointed to strengthen murual supervision and oversight func-
tions, and thus ensure legal conformiry.

The Internal Audit Department shali audit the compliance sta-
tus of business execution, based on auditing rules and plans. It shall
report the results of such audits to the Board of Directors and
statutory audirors and recommend improvements as necessary.

(&)
System for Storage and Management of Information Related to Business
Execution By Directors

1) ACOM has established Board of Directors Regulations and other
important conference regulations, as well as confidential informarion
management regulations. These regulations specify various items cov-
ering storage of documents (including electromagnetically recorded
ones) related to business execution by directors, including storage
periods, storage locations, decument managers, and document man-
agement procedures. The regulations are designed 1o ensure that
information is stored and managed appropriately, and that directors
and statutory auditors as necessary can access the informarion.

2) The Company shall adopt an organized and systematic approach to
ensure that information is stored and managed appropriately. This
includes assigning infermation security management officers and
deciding the roles of relevant departments, staff 2nd directors. In
addition, relevant departments, staff and directors shall regularly
menitor the status of information storage and management.
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{c)

Rules Related to Crisis Management and Other Systems
1) In order to establish an appropriate, efficient operational risk man-
agement system, directors shall formulate operational risk manage-
ment rules and clarify relevant laws, the Articles of Incorporation,
and internal rules. Directors shall also make decisions and issue
instructions about important items based on risk management dis-

cussions and reports made at Board of Directors meetings.

2) Based on operational risk management rules, the Company shall
establish specific departments to manage each category of risk,
such as legal risk, credit risk, market risk, liquidity risk, adminis-
trative risk, information asset risk, and risks of accidents and natu-
ral disasters. A cross-departmental risk management division shall
also be established to manage and oversee risk, to ensure that com-
panywide risks are managed comprehensively.

3) Each risk management department shall be responsible for setting

up risk management systems for its specific risk category, includ-
ing formulation of risk management rules, production of manuals,
and establishment of risk management protocols. The cross-
departmental risk management division shall undertake unified
control of companywide risk-related information, submit regular
reports to the Board of Directors, and propose various measures
aimed at promoting companywide operational risk management.

4) The Internal Audit Department shall conduct audits to determine

whether or not various departments and offices are performing
appropriately and efficiently according to relevant laws, regula-
tions, manuals, and internal notices. It shall also submit reports on
the risk management status of each department and office to the
Board of Directors on a regular basis or as necessary.

5) The Company faces various risks, such as large-scale narural disas-
ters and breakdowns of mainstay computer systems, which could
have a major impact on its internal and external operations. When
such risks arise, the Company calls 2 meeting of its Emergency
Response Commirtee to address the situation swiftly and appropri-
ately and thus minimize losses and business suspension periods.

(d)
System to Ensure that Business Execution by
Directors is Handled Efficiently

1) Based on ACOM’s corporate philosophy, directors shall formulate
medium-term business policies and plans, as well as annual business
policies and plans, and ensure that such policies and plans are
reflected in the operational plans of individual departments and
offices. Directors shall regularly evaluate the progress of such plans
and make decisions on reallocation of resources accordingly.
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The Company introduced an executive officer system to clarify the
function, responsibilities, and lines of authoricy of executive offi-
cers. By commissioning the President & CEQ with a business exe-
cution role, the Company shall enhance the efficiency and speed
of decision-making and business execution.

The Executive Officers Meeting, consisting of executive officers
who serve concurrently as directors, shall make decisions related 10
business execution responsibility assigned by directors. It shall also
deliberate in advance abourt resolutions for proposal to the Board
of Directors, in order to ensure efficient and sufficient delibera-
tions at Board of Directors Meetings.

For lines of business execution under executive officers, che
Company shall determine functions for each organization and
decision-making standards for each rank of employee. This is done
in order to clarify respensibilittes and lines of authority for each
organization and rank level, and to ensure thar decision-making is
handled in a timely and appropriate manner according ro the
Company’s consensus system, and business is executed according
to decisions made.

()
System for Ensuring Appropriate Business Execution
of the ACOM Group (parent company and its subsidiaries)

The Company shall set up a supervisory entity and formulate rules
related to control of affiliated companies. Based on such rules, the
Company shall provide operational management assistance and
support for its affiliates while respecting their independence. In
addition, the Company shall hold a Group Business Meeting to
familiarize affiliates with Group management policies and other
matters. Coordination meetings shall be held regulardy berween the
Company and its affiliates, so that the Company can receive
teports on important items related to the financial and operational
status of affiliates. As necessary, proposals and reports shall be made
to the Executive Officers Meering, with the aim of promoting the
sound business development of affiliates.

Through provision of human and technological supporr, the
Company shall strengthen ties with its affiliates and provide guid-
ance and support for their overall operations to raise the effective-
ness of control activities. By examining the management and oper-
ational status of affiliares, and promoting information exchanges
between statutory auditors of the parent company and those of
affiliates, the Company shall work to ensure that affiliates are con-
ducting their businesses appropriately.

The Compliance Department shall determine basic Groupwide
policies with respect to compliance, and oversee activities ac affili-
ates in this regard. The Deparument shall also assist in construct-
ing compliance enforcement systems for affiliates, including for-




mulation of compliance-related rules and establishment of internal
reporting systems. In these ways, all ACOM Group directors and
employees shall stand united in promoting compliance.

4) The Internal Audit Deparument shafl conducr direcr audits of affili-
ates according ro their scale and specific atuributes, and help them
conduct their own audits and evaluate the results of such audits. The
Department shall also contribute to the establishment of internal con-
uol systems ac affiliates and, in cooperation with the audit organiza-
uons of each affiliate, reinforce the Groupwide audic system.

@

ftems Related to Employees Requested by Starutory Auditors so Assist in
Conducting Audits, and ltems Related o the Independence of such
Employees from Directors

1) A Staturory Auditors Office shall be established and employees shall
be appointed to assist in the auditing activities of statutory auditors.

2) The number and qualifications of assigned employees shall be
decided in advance via discussions with statutory auditors.

3) Assigned employees shall assist the statutory auditors on a full-
time basis, and shall not be subject to instructions or commands
from directors and other executive entiies.

4) Decisions related to assignment, transfer, evalvation, and discipli-
nary action of assigned employees shall be decided in advance via
discussions with staturory auditors.

(g
System for Reporting by Directors and Employees to Statutory Auditors,
and Other Systems for Reporting to Statutory Auditors
1} Directors and divisional managers shall report to statutory audi-
tors on the following matters, pursuant to laws and internal rules.
o Status of business execution by directors
o Status of financial and accounting marters
o Status of internal audits and risk management
o Incidents that could cause material damage to the Company
{including its subsidiaries), major violations of laws or the
Articles of Incorporation, and misconduct

© Major incidents reported via the internal reporting system, and
responses to such incidents

o Status of construction of compliance systems

o Status of construction of internal control systems

2) Statutory audirors shall be able to request reports as necessary
from directors and employees about matters other than those
described above.

(k)
Other Systems to Ensure Efficient Execution of Audlits
by Statutory Audirors
1) To ensure an accurate grasp of major decision-making processes
and status of business execution, statutory auditors shall atcend
meetings of the Board of Directors, Executive Officers Meeting,
and other important meetings and committee sessions, and shall
have access to the following documents.
© Legal documents
o Approval documents
{documents of approval by directors as circulated)
o Important contracts and external documents
o Minutes and reports of important meetings
o Documents related to lawsuits and disputes
o Documents related to accidents, misconduct, and complaints
a QOther important documents related ro the execution of business

2) The President & CEO shall meet with the Board of Statutory
Auditors on a regular basis to exchange views abour issues the
Company should address, the status of audits conducted by statu-
tory auditors, and important audit-related macters. The President
& CEO shall also accept requests deemed necessary by the Board
of Statutory Auditors and take measures to address such requests.

3) Statutory auditors shall exchange information and cooperate with
accounting auditors, the Internal Audit Department, and the
statutory auditors of affiliates, to ensure che effectiveness of audits
of the Company and its affiliates.

Relationships between the Company and Qutside Directors and Statutory Auditors
(As of June 27, 2007)

Qutside Director/Staturory Auditor

Relationship with Company

Katsunori Nagayasu (director)

Serves concurrently as Deputy President of Mitsubishi UF] Financial Group, Inc. (MUFG),

with which the Company has a capital/business alliance, and as a Deputy President of The
Bank of Tokyo-Mitsubishi UF], Ltd., a subsidiary of MUFG. MUFG holds 15.20%
{including an indirect holding of 2.01%) of the voting rights of the ACOM.

Saroshi to {statutory auditor)

Holds 100 shares of Company stock

Minoru lkeda (statutory audiror} No special interests

Norikatsu Takahashi (statutory auditor) No special interests

Note: The Company has entered inte agreements with the above outside direcrors and outside statutory auditors to limit iabilities as provided for in Article 423-1 of the Company Law.
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Initiatives to Upgrade Corporate Governance

In the year under review, the Board of Directors met on 21 occasions,
and the Executive Officers Meeting gathered on 35 occasions to discuss
important management-related matters and make important business
execution decisions. The Board of Statutory Auditors met on 14 occa-
stons to make decisions on audir policies, audit plans, and other matters.

Major decisions on upgrading corporare governance were the following,
May 19, 2006:
Basic policies for constructing internal control systems were decided
Seprember 14, 2006:
Rules concerning reporting t statutory auditors were decided
November 8, 2006:
The Business Ethics Committee (formerly under jurisdiction of the
Executive Officers Meeting) was reorganized into the Compliance
Committee {under jurisdiction of the Board of Directors), and the
Compliance Deparement was established
March 16, 2007:
Basic policies on establishment of internal control systems were

revised

Remuneration for Directors

Remuneration for directors and statutory auditors in the year under

review was as follows:

Number of persons Remuneration

Direcrors 11 ¥282 million
Statutory auditors 4 ¥62 million
Total 15 ¥345 million
Notes:

1. Per resolution of the 29th General Shareholders” Meeting held on June 22, 2006, the combined
remuneration for directors is limited to ¥420 million per year.

2. Per resolution of the 26¢h General Shareholders” Meeting held on June 27, 2003, the combined
remuncration for statutory auditors is limited to ¥8 million per month.

3. These are no directors serving concurrendy as employees.

4, Within the above amounts, combined remuneration for the outside directors and outside stacu-
tary audisors (3 persons in total) was ¥27 mitlion in the year under review.

5. Per resolution of the General Sharcholders’ Meeting held on June 29, 2006, the Company made
the fellowing retirement gratuity payment. Two retiring dircctors: Payment of ¥36 millien

Compensation to Independent Auditors

(A)
Compensation to the Independent Auditor of the Company

Compensation for auditing services, per Article 2-1 of the Certified
Public Accountant Law (Law No. 103 of 1948): ¥53,800 thousand
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Compensation for other services, per Article 2-1 of the Certified
Public Accountanc Law: ¥8,946 thousand
Toral: ¥62,746 thousand

(B}
Total Compensation to be Paid to Independent Auditors of the
Company and Its Consolidared Subsidiaries: ¥80,746 Thousand

Notes:

1. Undet the agreement berween the Company and is independent auditor, there is no clear
distinction between compensation for audits under the Company Law and audits under the
Sccurities Exchange Law. For this reason, only the toral compensarion amount is listed above.

2, Among major subsidiaries, DC Cash One Lid. and EASY BUY Public Company Limited use
independent auditors different from that of the Company.

Purchase of Treasury Stock

Per Article 165-2 of the Company Law, the Company has included in
its Articles of Incorporation a clause allowing purchase via marker of
its own shares, subject to resolution of the Board of Directors. Such
inclusion was made to permit flexible share buybacks according to the
Company's business and financial conditions and other circumstances.

Membership of the Board of Directors

As stipulated in the Anticles of Incarporation, the Board of Directors

consists of 12 members or less.

Resolution Requirement for Election of Directors

Voting on resolutions for election of directors shall take place under
the presence of sharcholders who represent one-third or more of total
voting rights, and a majority of the votes of those shareholders shall

be requisite for adoption of the resolution.

Special Resolutions at the General Meeting of
Shareholders

For smooth operation of the General Meeting of Shareholders, in
accordance with section 309 clause 2 of the Company Law, special
resolutions at the Meeting shall be decided in the following manner.
As stipulated in the Articles of Incorporation, resolurions are passed if
at least two thirds of voting rights are cast in favor, if sharcholders
representing at least one third of eligible votes are present.




Social Contribution

Based on the basic principle of the “circle of trust” spirit on which it
was founded, the ACOM Group’s corporate philosophy emphasizes
contribution to improved cultural lifestyles.

I line with this philosophy, ACOM aims te build good relations
with society and be “the Company next door” and a “corporate citi-
zen in harmony with society” through its wide range of social contri-
bution activities, including social welfare and communiry initiatives,

ACOM’s Social Contribution Activities

Culture, Arts, and Sports

(A)

Miru Concert Monogatari

Since 1994, we have hosted public performances of “Miru Concert
Monogatari,” an innovative artistic event that combines ancient
Japanese silhouettes, live music, and storytelling. To maximize the
enjoyment of all visitors throughout Japan, we have organized these
concerts in each region, as barrier-free events (i.e. providing easy
access to those with physical disabilities). We have held more than
100 of these concerts with the help of regional government agencies
and local volunteers who serve alongside ACOM employees as opera-
tions staff. In fiscal 2006, we held twelve such concerts, bringing the
cumulative total of audiences to 106,331 people.

Education for Enlightenment

(A

Japan Consumer Finance Association

ACOM'’s founder, the late Masao Kinoshita, was one of the founding
members of the Japan Consumer Finance Association (JCFA).
Adhering to the principles of the Sound Development of Consumer
Finance and Protecting and Providing Relief for Consumers, JCFA's
activities include research, public relations, education for enlighten-

ment and counseling services.

(B)

Consumer Finance Liaison Group

ACOM is an active member of the Consumer Finance Liaison
Group. Established in 1997, the Group, which is made up of five
leading consumer finance companies, engages in educarion, financial
education support, and disclosure activities associated with consumer
finance.

©
Voluntary Initiatives by Seven Leading Companies

Seven of Japan’s leading consumer finance companies have joined
forces with the aim of enhancing the soundness of the consumer
finance market. ACOM and its fellow members believe that in order
to prevent excessive debt, it is necessary to undertake inidarives that
integrate prevention, counseling, and relief, Accordingly, our activities
include support for sound household budgeting and the provision of
information to ensure the safe use of consumer finance services.

Social Welfare

As part of its commitment to the circle of trust on which it was
founded, ACOM provides support for volunteer activities by
employees. The ACOM Bluebird Fund was set up in 1984 at the
suggestion a single of employees. Contributions made by employees,
including funds raised through the colleccion of used postage stamps,
are donated to social welfare organizations.

Community Support

As a corporate citizen, ACOM believes in maintaining active and
close ties with local communities, One such relationship is its special
sponsorship of the Sapporo Festival Marathon,

Other Initiatives

The Kinoshita Memorial Foundation was established in 1975 out of
the strong commitment to education of late Masao Kinoshira,
ACOM'’s founder. The Foundatton provides students with scholar-
ships with the aim of fostering the next generation of leaders in Japan
and the world.
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Board of Directors

As of June 27, 2007 )

Directors Executive Officers
Chairman President & Chief Executive Officer Kiyoshi Tachiki
. . . o . Credit Marketing Department
Kyosuke Kinoshita ShlgeYOShl Kinoshita Business Pracess Planning Department

Depury Chairman
Yuji Ohashi

President

Shigeyoshi Kinoshita

Senior Managing Director

Kazuhire Shimada

Managing Director
Shigeru Akaki
Junya Fukuda
Osamu Moriya
Satoru Tomimatsu
Kiyoshi Tachiki
Shozo Tanaka

Director

Katsunori Nagayasu (Outside)

Statutory Auditors

Tatsuaki Murata

Satoshi [to (Independent)

Minoru Ikeda (Independent
Norikatsu Takahashi (Independent)
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Senior Executive Managing Officer
Kazuhiro Shimada

Corporate Planning Depariment

Qverseas Business Development
Department

Credit Administration Department

Executive Managing Officer
Shigeru Akaki

Human Resources Department
Genertal Affairs Deparement
Corporate Management Department

Junya Fukuda

System Development &
Administration Department
Customer Relations Department

Osamu Moriya

Internal Audit Deparument
Compliance Department
Employment Counseling Office

Satoru Tomimatsu

Guarantee Business Department

Shozo Tanaka

Head of Credit Supervision Division
Credit Supervision Department 1

Credit Supervision Departmenc I1
Compliance for Credit Supervision Office

Shigeru Sato

Treasury Department
Public Relations Department

Executive Officer
Masahiko Shinshita
Tsukasa Ashizuka
Etsuro Tabuchi
Kazuo Fukumoto
Akihiko Hyodo
Tatsuo Taki

Head of Credit Business Promotion Division

Advertising Deparument

Credit Business Branch Operations Deparrment

ACM Operation Department
Call Center Department
Credit Counseling Department

Affinity Card Promotion Department
Credit Business Management Deparument

Compliance for Credit Business Promotion Office
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Related Macroeconomic Data (Yearly)

2001/3 2002/3 2003/3 2004/3
1. Employment-Related Statistics
The Number of Unemployed People (Millions) ........ 3.20 3.48 3.59 3.42
The Ratio of Unemployed People (%) ............... 47 5.2 5.4 5.1
The Ratio of Job Offers to Job Seekers (Times} ........ 0.62 0.56 0.55 0.69
The Total Cash Wage Amount (yoy %) .............. 0.5 -2.1 -2.6 -0.9
Regular Employment Index {(yoy %) ................. -0.3 -0.4 -0.7 -0.3
2. Consumption-Related Statistics
Consumer Spending (yoy %) ............ ... ...l -1.2 -3.4 -0.6 -0.2
Retail Sales (yoy %) .........coviiviiaiiens -0.8 -3.3 -3.2 -1.4
3. Financial-Related Statistics, etc.
Ten-year Government Bond Yield (%) ............... 1.270 1.400 0.700 1.435
Nikkei 225 (Yen} . .ovvviei e eee e 15,616 11,468 9,611 9.939
Sautce: Nihon Keizai Shimbun, Inc,
Related Macroeconomic Data (Monthly)
2005 2006
December January February March April May
Unemployment Rate (%) ..............coooon.n. 4.4 4.4 4.1 4.2 41 4.0
Personal Bankruptcy Applications . ............... 16,361 10,479 14,359 16,001 14,302 13,295

Source: Ministry of Public Managemens, Home Affairs, Posts and Telecommunications (Unemployment Rate}

Source: Supreme Court of Japan (Personal Bankrupicy Applications)

34




200543 2006/3 200713
3.08 2.74 2.56
4.6 4.4 4.1
0.86 0.98 1.06
-0.3 0.7 0.1
0.7 0.5 1.3
-0.2 -l.4 -1.2
0.7 1.3 -0.1
1.320 1.770 1.650
11,321 17,059 17,287
June July August September March
4.2 4.1 4.2 4.0
15,087 13,494 13,600 13,486 13,728
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Operating Income by Segment (Consolidated)

Millions of yen
2003/3 2004/3 2005/3
yoy % yoy % yoy %

OperatingIncome . ... ool 437,572 5.5 434 968 0.6 433,965 -0.2
Loan Business .. ....ovvieininnianinnnn.. 398,057 4.6 391,259  -1.7 387,348 -1.0
ACOMCO,LTD. ..o — — 386,217 -2.4 379,248 -1.8
DCCashOnelad. ................... — — — — — —
EASY BUY Public Company Limited .. ... — — 5,028 129.5 8,095 61.0
JCKCREDIT CO., LTD. ............. — — 13 -658 4 -692
Credit Card Business .................... 5,096  35.1 5,876 153 6,311 7.4
ACOMCO.,LTD. ................... — — 5,782 154 6,227 7.7
JCKCREDIT CO., LTD. ............. — — 93 107 84 -9.7
Installment Sales Finance Business . ......... 25,725 9.0 22,738 -11.6 16,622 -26.9
ACOMCO,LTD. .................. —_ —_ 14,002 -14.4 9,456  -32.5
EASY BUY Public Company Limited ..... — — 1,975 18.5 2,827 43 ]
JCKCREDITCOQ., LTD. ............. — — 6,761  -12.2 4,339 -35.8
Guarantee Business ... ...... oo, 1,866 483.8 5,037 169.8 7.627 51.4
ACOMCO,LTD. ..., — — 5,037 169.8 7,627 51.4
DCCashOneled. ...t — — — —_ — —
Loan Servicing Business .. ................ 925 383.9 2,786 201.2 8,762 2145
Collection of Purchased Receivables ... ... 436 192.1 2,088 377.9 7,757 2715
Reneal Business .. ...........oovuniin.... 3,629 -5.8 3,527 -2.8 3,781 7.2
Others ...t i i 2,271  -13.8 3,742 64.8 3,511 -6.2
Other Financial Businesses ............. — — —_ —_ 42 —




Millions of yen

2006/3 200773 2008/3(E)

yoy % Lst quarter 2nd quarter 3rd quarter 4}1:];‘:‘::;" yoy % yoy %
445,431 2.6 108,587 215,880 321,228 423,652 -4.9 368,300 -13.1
396,485 2.4 96,691 191,567 285,164 374,590 -5.5 318,800 -14.9
374,233 -1.3 91,121 180,043 266,948 348,519 -6.9 285,400 -18.1
11,354 — 3,155 6,449 9,858 13,220 16.4 14,100 6.7
10,895 34.6 2,413 5,074 8,356 12,850 17.9 19,300 502
¢ -775 0 0 0 0 -76.8 — —
6,462 2.4 1,571 3,125 4,669 6,128 -5.2 5,700 -7.0
6,389 2.6 1,552 3,088 4,613 6,054 -5.3 5,600 -7.5
72 -14.0 18 37 55 74 32 100 35.1
14,839 -10.7 2,789 5,185 7,564 10,106 -31.9 7,600 -24.8
5,802 -38.6 1,098 2,067 2,982 3,811 -34.3 — —
6,762 139.2 1,309 2,413 3,595 5,072 -25.0 4,300 -15.2
2,275 -47.6 381 705 985 1,222 -46.3 3,300 170.0
6,651 -12.8 1,945 4,289 6,599 9,244 39.0 10,800 16.8
6,244 -18.1 1,569 3,457 5,102 7,071 13.2 7,500 6.1
406 — 375 832 1,496 2,172 4347 3,300 519
14,117 61.1 3,820 7,226 10,882 13,827 -2.1 17,800 287
13,322  71.7 — 6,973 — 13,328 0.0 —_ —
4,318 14.2 1,097 2,167 3,348 4,489 4.0 4,800 6.9
2,557 -27.2 671 2,318 3,000 5,265 105.9 2,800 -46.8
331 6760 111 1,247 1,509 2,581 679.8 1,300 -49.6
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Receivables Outstanding by Segment (Consolidated)

Millions of yen

2003/3 2004/3 2005/3
yoy % yoy % yay %
Receivables Qutstanding ................... 1,941,244 2.8 1,857,536  -4.3 1,869,685 0.7
LoanBusiness . . .....coviiiii i 1,660,256 2.6 1,623,154 -2.2 1,680,184 3.5
ACOMCOQ.,LTD. ................. 1,652,890 2.2 1,612,799  -2.4 1,601,773 -0.7
JCKCREDITCO., LTD. ............ 153 -53.1 66 -56.8 33 -49.8
EASY BUY Public Company Limited ... 7,212 3823 10,280 427 17,163  66.8
DCCashOnelid. .................. — — — — 59,246 —_
Credit Card Business ..........oocvviinn 41,850 30.4 46,731 11.7 49,399 5.7
ACOM MasterCard® ................ 41,114 31.0 45,941 11.7 48,833 6.3
JCKCREDITCO., LTD. ............ 684 9.6 758 108 546 -27.9
Installment Sales Finance Business ........ 237,948 0.2 181,567 -23.7 127,378 -29.8
ACOMCO. LTD. ................. 153,203 -5.0 113,934 -25.6 70,014  -385
JCK CREDIT CO., LTD. ............ 77,338 10.5 59,785 -22.7 33,607 -43.8
EASY BUY Public Company Limited ... 7,406 183 7,847 6.0 23,756 2027
Loan Servicing Business ................. 1,189 706.5 6,082 411.1 12,723 109.2
Guaranteed Receivables . .. ................. 57,926 —_ 100,971 74.3 78015 -22.7
ACOMCO,LTD. ... . 57,926 — 100,971 743 78,015 -22.7
DCCashOnebltd. .................... —_ — — — — —
Number of Customer Accounts by Segiment (Consolidated)
2003/3 2004/3 2005/3
yoy % yoy % yoy %
Loan Business *' . ... i 3,161,304 3.4 3,161,894 0.0 3,406,054 7.7
ACOMCO.,, LTD. ... ................ 3,032,330 -0.1 2,954,073 -2.6 2,902,916 -1.7
JCKCREDITCO.,LTD. ... .......... 1,122 -38.7 422 624 167 -60.4
EASY BUY Public Company Limited ...... 127,852 544.1 207,399 (2.2 347,003 67.3
DCCashOneled. ... oot — — — — 150,074 —
Credit Card Business ** .. ..o viinn ... 1,021,131 0.5 1,071,681 5.0 1,197,784 11.8
ACOM MasterCard® .................. 1,014,845 1.1 1,064,492 4.9 1,191,975 12.0
JCKCREDIT CO., LTD. .............. 6,004 21.2 6,982 16.3 5609 -19.7
Installment Sales Finance Business ** ... ....... 991,162 9.4 886,110 -10.6 958,768 8.2
ACOMCO,LLTD. ... ... oot 479,182 -1.5 387,261 -19.2 284,782 -26.5
JCK CREDITCO.,LTD. .............. 263,202 6.7 222,424 -15.5 148,059 -33.4
EASY BUY Public Company Limited ...... 248,778 443 276,425 11.1 525,927  90.3
Loan Servicing Business ™ .................. 10,540 618.0 31,851 2022 137,808 3327

Notes: 1. Loan Business: Number of customer accounts with outstanding thar includes non-interest bearing balance

2. Credit Card Business: Number of cardholders
3. Installment Sales Finrance Business: Number of contracts with receivables ourstanding
4. Loan Servicing Business: Number of accounts for purchased loans




Millions of yen

2006/3 2007/3 2008/3(E}
yoy % 1st quarter 2nd quarter 3rd quarter 4({21;‘:::[ yoy % yoy %

1,852,053 -0.9 1,840,451 1,827,358 1,788,421 1,759,927 -5.0 1,633,900 -7.2
1,703,172 1.4 1,701,404 1,692,422 1,660,206 1,632,310 -4.2 1,509,600 7.5
1,596,276 -0.3 1,586,814 1,571,342 1,531,285 1,494,399 -6.4 1,334,800  -10.7
20 -38.7 19 18 — — —_ —_ —
29,564 72.3 33,715 36,846 42,588 49,918 68.8 78,400 57.1
74,142 25.1 77,253 80,064 81,536 82,698 11.5 90,000 3.8
48,120 -2.6 47,725 47,111 46,320 44,842 -6.8 47,200 5.3
47,537 -2.7 47,140 46,531 45,725 44,268 -6.9 46,600 5.3
568 4.1 575 574 587 566 0.4 600 6.0
83,335 -34.06 75,878 66,926 61,879 56,986 -31.6 47,000 -17.5
45,769 -34.6 42,643 38,202 35,362 32,147 -29.8 —_ —
17,335 -484 15,486 12,891 11,460 9,503 -45.2 34,300 260.9
20,229 -14.8 17,748 15,832 15,056 15,335 -24.2 12,700 -17.2
17,423  36.9 15,442 20,898 20,015 25,788 48.0 30,100 16.7
89,894 15.2 94,309 98,754 102,554 105,977 17.9 148,600  40.2
89,639 149 92,693 95,124 95,532 96,850 8.0 123,900 27.9
254 — 1,616 3,630 7,021 9,126 — 24,700 170.7

2006/3 200713 2008/3(E)

yoy % Ist quarcer 2nd quarter 3rd quarter 4;:&*::’:’ yoy % yoy %

3,450,636 1.3 3,456,665 3,464,188 3,478,323 3,435,580 -0.4 3,321,500 -33
2,859,176 -1.5 2,840,024 2,806,722 2,745,024 2,682,160 -6.2 2,391,800 -10.8
40 -76.0 31 24 — —_— — — —
410,142 182 430,208 466,293 538,580 556,344 35.6 727,000  30.7
172,183 14,7 176,248 179,646 181,664 182,878 6.2 185,200 1.3
1,259,509 5.2 1,282,575 1,291,331 1,259,418 1,181,806 -6.2 937,400 -20.7
1,253,603 52 1,276,566 1,285,319 1,253,339 1,175,910 -6.2 932,000 -20.7
5,709 1.8 5,812 5,815 5,885 5,701 -0.1 5,400 -5.3
671,742 -299 560,068 485,142 446,394 421,554 -37.2 371,500 -11.9
205,783 -27.7 190,907 173,292 159,768 147,433 -28.4 — —
96,023 -35.1 85,925 76,141 67,073 57,840 -39.8 168,500 191.3
369,936 -29.7 283,236 235,709 219,553 216,281 41,5 203,000 -6.1
200,662  45.6 214,200 217,410 222,635 226,271 12.8 — —

39



Six-Year Financial Summary (Consolidated)
Years ended March 31

Millions of yen
2002
1. For the Year:
Operating INCOmE ... i e e e e e e e e e e e 414,918
Operating EXPenses .. .. ... e e 243,669
Bad-debt-related Expenses ' ... ..o e e e e s 72,047
Interest-repayment-related Expenses *7 .. .. ... L e —
Operating Profit . .. ... e e 171,248
Nt INCOMIE . . e e e e 95,637
2. At Year-end:
T T 2,166,865
Receivables Ourstanding ™ . . ... i e e 1,888,265
Total Amount of Bad Debrs . ..ottt 44516
Loans to Borrowers in Bankruptcy or Under Reorganization ... . ... . . oo ool 7,204
L0aNS I ATEOAIS .« . oottt et et e e e e e e e e e 21,751
Loans Past Due for Three Monthsor More . . .. .. o i et 519
Restructured Loans ... . ... e 15,041
Allowance for Bad Dlebts .. .. .. . 81,064
Nt ASSEES ™ L ottt e e e e e e a e e e 582,737
Interest-bearing Diebrs ..o o e 1,470,366
3. Per Shares: Yen
Net Income, Basic ... ... . e e e e e 653.18
Nl ASSEES ™ L Lttt it e i e e r e 3,983.61
Cash Dividends . ... ... i i e e e e e e 80.00
4. Key Financial Ratios: %
Operating Profit Margin ... ... e e 41.3
ROE e e e e e e s 17.6
RO A e e e e e e e 4.7

Notes: 1. The amount of bad-debt-related expenses is the sum of bad debt write-offs, increase or decrease in allowance for bad debts, and increase or decrease in allowance for loss
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on debt guarantees.

2. The amounc of interesi-repayment-related cxpenses represents the sum of interest repayments, ACOM’s voluncary waiver of repayments accompanicd with interest
repayments, and increase or decrease in allowznce for loss on interest repayments.

3. Receivables oucstanding indicates the total amount of Loan Business, Credit Card Business and Instzllment Sales Finance Business.

4. From FY2006, total sharcholders’ equity is being shown as net assets.

5. ROE and ROA are calculated using the simple average of beginning and end of term balance sheet figures.




Millions of yen

2003 2004 2005 2006 2007
437,572 434,968 433,965 445,431 423,652
290,877 314,577 289,604 335,039 508,755
115,671 140,505 108,453 117,125 137,595

_ _ _ 37,228 200,147
146,695 120,391 144,361 110,392 -85,102
75,096 70,319 81,533 65,595 -437,972
2,183,414 2,075,389 2,077,334 2,106,681 2,031,829
1,940,055 1,851,454 1,856,962 1,834,629 1,734,139
60,791 80,259 83,961 114,371 149,453
9,227 9,280 8,906 7,707 7,050
31,302 36,966 37,077 49,904 86,368
1,139 1,787 1,781 1,995 1,645

19,122 32,225 36,196 54,764 54,388
112,549 135,350 130,532 131,620 128,798
644,431 697,166 863,760 927,722 457,165

1,439,905 1,294,571 1,128,226 1,064,585 1,031,394
Yen
513.08 487.77 516.23 416.69 -2,786.19
4,405.08 4,855.98 5,456.39 5,901.69 2,863.16
80.00 80.00 100.00 140.00 100.00
%
335 27.7 33.3 24.8 -20.1
12.2 10.5 10.4 7.3 -63.6
3.5 3.3 3.9 3.1 -21.2

q4r




Seven-Year Financial Summary (Non-Consolidated)

Years ended March 31
Millions of yen
2001 2002
1. For the Year:
Operating INcome .. .. ... e e 366,712 400,818
Operating Expenses . ... ..o e 208,205 231,857
Bad-debe-retated Expenses *1 . ... ..o 51,654 69,997
Interest-repayment-related Expenses ™ ... ... ... .o ool — —
Operating Profic .. ... . 158,507 168,961
Net Income ..o e 80,757 94,777
2. At Year-end:
Total ASSEIS v v v vt et 1,876,210 2,095,251
Receivables Outstanding ™ . ... ot i i i e 1,666,149 1,809,564
Total Amountof Bad Debts .. ... 34,596 43,691
Loans to Borrowers in Bankruptcy or Under Reorganization ................... 3,650 7,204
Loans I AITEaIS . .\ttt ittt ettt e e e 16,866 20,972
Loans Past Due for Three MonthsorMore ... .. ..o oue i 518 497
Restructured Loans . . oo o ottt e et 13,561 15,016
Allowance for Bad Debts . . ..o o 61,900 77,700
Nt ASSEIS ™ e e 502,833 580,716
Interest-bearing Debts .. ... ..o e 1,283,167 1,417,966
3. Per Shares: Yen
Net [Nome, Basic . ..ottt e e e e e e 550.75 647.31
L ASSEES ™ o ot et e e et e e e e 3,429.24 3,969.80
Cash Dividends . .. ..ot e e e 65.00 80.00
4. Key Financial Ratios: %
Operating Profic Margin . ... .. . 432 422
RO E 17.4 17.5
2 7 N 4.5 4.8
Rario of Bad Debr Wirite-offs . . ... .o o 2.9 3.2
Bad Debt Ratio (Gross basis) * ... oo ittt i i e 2.3 2.7
Bad Debt Ratio (Net basis) *7 ... i i it i i et ee e eaans -1.8 -2.1
Notes: 1. The amount of bad-debt-related expenses is the sum of bad debs write-offs, increase or decrease in allowance for bad debrs, and increase or decrease in allowance for
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loss on debt guarantees.

2. Interest-repayment-related expenses represents the sum of interest repayments, ACOM's volunsary waiver of repayments accompanied with interest repayments, and

the increase or deercase in allowance for loss on interest repayments.

. Froem FY2006, total shareholders’ equity is being shown as ner assets.
. ROE and ROA are calculated using the simple average of beginning and end of term balance sheet figures.

e B RS R S

. Receivables outstanding indicaces the sum of receivables outstanding of the loan business, credic card business, and inseallment sales finance business.

. Bad debn ratio {Gross basis} = Toral amount of bad debts / loans reccivables plus loans to bosrowers in bankruptey or under reorganization.
. Bad debt ratio {Net basis) = (Bad debts - allowance for bad debus) / loans receivables plus loans to borrewers in bankruptcy or under reorganization,




Millions of yen

2003 2004 2005 2006 2007
419,258 411,799 402,734 396,637 370,769
276,677 295,918 262,500 290,512 459,762
112,108 135,474 102,462 108,183 129,056

- — e 37,227 200,147
142,581 115,880 140,234 106,124 -88,992
77.489 65,648 83,001 64,152 -439,463
2,110,009 2,019,648 1,951,625 1,961,462 1,861,285
1,847,259 1,772,700 1,720,641 1,689,598 1,570,823
60,491 79,754 81,210 109,573 141,307
9,227 9,280 8,377 7,000 6,120
31,128 36,632 35,310 46,709 80,976
1,036 1,638 1,345 1,110 499

19,099 32,204 36,177 54,752 53,711
107,700 129,400 122,400 122,700 121,000
645,386 694,082 862,301 923,408 443,797

1,384,848 1,260,090 1,028,722 945,208 888,587
Yen
529.45 455.36 525.53 407.52 -2,795.68
4,411.62 4,834.50 5,447.18 5.874.25 2,823.24
80.00 80.00 100.00 140.00 100.00
%
34.0 28.1 34.8 26.8 -24.0
12.6 9.8 10.7 7.2 -64.3
3.7 3.2 4.2 33 -23.0
4.6 6.4 6.1 6.0 8.4
3.7 4.9 5.1 6.9 9.4
-2.9 -3.1 -2.6 -0.8 1.4
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Receivables Qutstanding (Non-Conselidated)

Millions of yen
2004/3 2005/3 2006/3
yoy % yoy % yoy %

Receivables Outstanding ............. 1,772,706 -4.0 1,720,641 2.9 1,689,598 -1.8

Loan Business ................... 1,612,799 2.4 1,601,773 -0.7 1,596,276 -0.3

Unsecured Loans .............. 1,548,616 -2.2 1,545,493 -0.2 1,542,256 -0.2

Consumers . .....ooovvennn. 1,548,274  -2.1 1,545,295 -0.2 1,542,121 -0.2

Commercials .............. 341 -45.4 197 -42.3 134 -31.5

Secured Loans . ............... 64,183 -8.5 56,280 -12.3 54,020 -4.0

Real Estate Card Loan . ... ... 52,781 7.2 47,135  -10.7 46,210 -2.0

Credit Card Business . ............. 45,973 11.7 48,853 6.3 47,551 =27

ACOM MasterCard® . .......... 45,941 11.7 48,833 6.3 47,537  -2.7

Installment Sales Finance Business . . .. 113,934 -25.6 70,014  -38.5 45769 -34.6
Average Balance of

Unsecured Loans for Consumers
per Account {Thousands of yen) ....... 527 0.6 535 1.5 542 1.3
<Reference>
Guaranteed Receivable ... ... ... .. ... 100,971 743 137,261 35.9 163,782 19.3
Number of Customer Accounts (Non-Consolidated)
2004/3 2005/3 2006/3

yoy % yoy % Yoy %

Loan Business ' .. ... .. 2,954,073 -2.6 2,902,916 -1.7 2,859,176 -1.5

Unsecured Loans . . ............... 2,940,345 -2.6 2,890,353 -1.7 2,846,796  -1.5

CONSUMELS .+ vnv e iineeennnn 2,939,945 -2.6 2,890,120 -1.7 2,846,643 -1.5

Commercials ................. 400 -39.5 233 -41.8 153 -34.3

Secured Loans .......cvvveenn.... 13,728 -5.3 12,563 -8.5 12,380 -1.5

Credit Card Business ** . ............. 1,064,699 4.9 1,192,175 12.0 1,253,800 5.2

ACOM MasterCard® ............. 1,064,492 4.9 1,191,975  12.0 1,253,603 5.2

Installment Sales Finance Business ** ... .. 387,261 -19.2 284,782 -26.5 205,783 -27.7

Notes: |, Loan Business: Number of customer accounts with outstanding balance
2. Credit Card Business: Number of cardholders
3. Insrallment Sales Finance Business: Number of contracts with receivables outstanding
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Millions of yen

2007/3 2008/3(E)

Lst quarter yoy % 2nd quarcer yoy % 3rd quarter yoy % 4}21;‘::_1:]- yoy % yoy %
1,676,607 -2.3 1,656,081 -3.3 1,612,379 -4.8 1,570,823 -7.0 1,381,400 -12.1
1,586,814 -1.1 1,571,342 -2.2 1,531,285 -3.9 1,494,399 -6.4 1,334,800 -10.7
1,533,505 -1.0 1,519,341 -2.1 1,481,086 -3.8 1,446,209 -6.2 1,294,500 -10.5
1,533,378 -1.0 1,519,223 -2.1 1,480,983 -3.8 1,446,117 -6.2 1,294,500 -10.5

126 -29.8 118 -29.2 103 -31.1 91 -323 0 —
53,308 -3.2 52,000 -5.6 50,198 -7.6 48,190 -10.8 40,300 -16.4
- — 44,899 -3.5 - — 41,877 -9.4 — —
47,149  -3.5 46,536 -4.2 45,732 -6.2 44,276 -6.9 46,600 5.3
47,140 3.4 46,531 -4.2 45,725 -6.2 44,268 -6.9 46,600 5.3
42,643 -33.5 38,202 -32.7 35,362 -31.8 32,147 -29.8 — —
542 0.9 544 0.9 542 0.6 541 -0.2 543 0.4
169,947 17.6 175,188 15,5 177,069 12.9 179,549 9.6 213,900 19.1
2007/3 2008/3(E)

15t quarter yoy % 2nd quarter yoy % 3rd quarter yoy % 4&?;1:‘ yoy % yoy %

2,840,024 -1.9 2,806,722 -2.8 2,745,024 -4.4 2,682,160 -6.2 2,391,800 -10.8
2,827,732 -1.9 2,794,625 -28 2,733,226 -4.4 2,670,707 -6.2 2,381,600 -10.8
2,827,589 -1.9 2,794,493 -2.8 2,733,113 4.4 2,670,606  -6.2 2,381,600 -10.8
143 -30.6 132 -32.0 113 -31.1 101 -34.0 0 —
12,292 -1.1 12,097  -3.1 11,798 -4.8 11,453 7.5 10,200 -10.9
1,276,763 6.1 1,285,516 5.3 1,253,533 1.5 1,176,105 -6.2 932,000 -20.8
1,276,566 6.1 1,285,319 5.3 1,253,339 1.5 1,175,910  -6.2 932,000 -20.7

190,907 -28.2 173,292 -29.1 159,768 -29.4 147,433 -28.4 — —
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Number of New Loan Customers (Non-Consolidated)

2004/3 2005/3 2006/3
yoy % yoy % roy %
Number of New Loan Customers ........ 359,311  -12.0 340,033 -5.4 330,385 -2.8
Unsecured Loans . . .........ovtn. 358,570 -11.8 339,567 -5.3 329,814 =29
Consumers .................. 358,570 -11.8 339,567 -5.3 329,814 -2.9
Commercials ................. 0 -100.0 0 — 0 —
Secured Loans . .................. 741 -49.0 466 -37.1 571 22.5
Number of Loan Business Outlets (Non-Consolidated)
2004/3 2005/3 200613
Yoy yoy yor
Number of Loan Business Qudlets .. .... .. 1,699 -17 1,785 86 2,003 218
Smaffed ... .. 381 -87 324 -57 277 -47
Unstaffed .........coovivvnian. 1,318 70 1,461 143 1,726 265
QUICK MUJIN Machine ....... — — 38 38 194 156
MUJINKUN (Non-Consolidated)
2004/3 2005/3 2006/3
yoy Yoy yoy
Number of MUJINKUN Qudlets ... .. .. 1,691 -14 1,782 91 2,007 225
Number of
MUJINKUN Machine ........... 1,692 -14 1,783 91 2,008 225
QUICK MUJIN Machine ....... —_ —_ 38 38 201 163
Cash Dispensers and ATMs (Non-Consolidated)
2004/3 2005/3 2006/3
Yoy yoy yoy
Number of Cash Dispensers
and ATMs ... 76,282 7,067 81,736 5,454 83,868 2,132
Proprictary ..., 1,961 -65 1,891 =70 1,952 6l
Open 365 Days/Year ........... 1,957 -63 1,888 -(9 1,951 63
Open 24 Hours/Day . ........ 1,705 -44 1,662 -43 1,727 65
Tieup ..o 74,321 7,132 79,845 5,524 81,916 2,071
Others™ ... ... .. ... 8,424 803 8.684 260 8,903 219

Note: t. “Others” indicates receipt of payment by convenience stores under an agency agreement.
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200713 2008/3(E}

1st quarter yoy % 2nd quarter yoy % 3rd quarrer yoy % 4;21;‘:1:’::' yoy % yoy %
81,144 -4.5 150,880 -10.7 210,588 -15.0 268,885 -18.6 186,000 -30.8
81,065 -4.4 150,740 -10.6 210,422 -14.9 268,710 -18.5 186,000 -30.8
81,065 4.4 150,740 -10.6 210,422 -14.9 268,710 -18.5 186,000 -30.8

0 — 0 — 0 — 0 — 0 —
79 -37.8 140 -51.4 166 -61.6 175 -69.4 0 —
2007/3 2008/3(E)

15t quarter YID 2nd quarter YTD 3ed quaner YTD 4}:];1:::: ! yoy yoy

2,029 26 2,044 41 1,949 -54 1,812 -191 1,702 -110

271 -6 242 -35 182 -95 142 -135 138 -4

1,758 32 1,802 76 1,767 41 1,670 -56 1,564 -106

212 18 218 24 181 -13 119 -75 0 -119
2007/3 2008/3(E)

Lst quarter YTD 2nd quarter ¥YTD 3rd quarrer Yo 4;:1?:3:1- yoy yoy
2,036 29 2,051 44 1,957 -50 1,820 -187 1,701 -119
2,037 29 2,051 43 1,957 -51 1,820 -188 1,701 -119

221 20 227 26 190 -11 128 -73 0 -128
200713 2008/3(E)

L5t quarter YTD 2nd quarter YTD 3ed quarter YTD 4211?:'::“" yoy yoy

85,050 1,182 85,913 2,045 86,934 3,066 87,773 3,905 — —
1,969 17 1,978 26 1,918 -34 1,841 -111 1,850 9
1,968 17 1,977 26 1,918 -33 1,841 -110 — —
1,745 18 1,750 23 1,698 -29 1,632 -95 — —_

83,081 1,165 83,935 2,019 85,016 3,100 85,932 4,016 — —
8,919 16 8,976 73 8,947 44 8,464  -439 — —
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Employees (Non-Consolidated)

2004/3 2005/3 2006/3
yoy yoy yoy
Number of Employees . .................. 4,238 -167 4,096  -142 3,911 -185
HeadOffice ...t 932 63 925 -7 937 12
Credit Supervision Related ... ........ 345 43 336 -9 ‘ 346 10
Financial Service Business Division .. ... .. 3,306 -230 3,171 -135 2,974 -197
Contact Center ..........c.ocvuein. 943  -116 887 -56 964 77
Credit Card 7
Installment Business Dept. ....... ... 346 118 317 29 281 -3G
Guarantee Business Dept. . .......... — — 48 48 59 11
Average Loan Yield (Non-Consolidated)
%
2002/3 2003/3 2004/3
Yoy p.p- o7 ppe yoy pp-
AverageYield ™' ... ... .. ... ... 23.80 -0.28 2347 -0.33 23.23 -0.24
Unsecured Loans .............. 24,32 -0.43 2396  -0.36 2372 -0.24
Consumers ................ 24.32  -0.44 23.96 -0.36 2372 -0.24
Commercials ............... 21.59 -1.29 20,04 -1.55 1896 -1.08
SecuredLoans ................ 12.13 0.80 12.15 0.02 12.16 0.01
Note: 1. Average yicld = Interest on loans receivable £ rerm average of receivables outstanding at the beginning of the year
Unsecured Loans Receivable Outstanding for Consumers by Interest Rate (Non-Consolidated)
Millions of yen
2004/3 2005/3 2006/3
Receivables Quistanding
Effective Annual [nterest Rate C.R.%) C.R.(3%} C.R.(%)
Loans Receivable Outstanding . .......... 1,548,274 100.0 1,545,295 100.0 1,542,121 100.0
28.470% and Higher ............... 39,701 2.5 31,483 2.1 25,418 1.6
27375% oo e e 642,084 415 652,293 42.2 623,676 404
25.000% - 26.500% . ............... 338,972 219 343,838 22.3 338,043 21.9
20.000% -24.820% ................ 312,491 20.2 304,686 19.7 314,393 204
18.250% - 19.000% .. .............. 87,939 5.7 79,546 5.1 73732 48
15.000% - 18.000% ................ 92,256 6.0 91,183 5.9 104,125 6.8
Less than 15.000% . ................ 34,827 2.2 42,263 2.7 62,731 41
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200713 2008/3(E)

1st quarter YTD 2nd quarter YD 3vd quarter YTD 4:-&?:‘:;:’ yoy yoy
3,889 -22 3,767 -144 3,707 -204 2,956 -955 2,760  -196
957 20 966 29 978 41 866 -71 — —
350 4 361 15 362 16 329 -17 — —
2,932 -42 2,801 -173 2,729 245 2,090 -884 — —
933 -31 940 -24 1,020 56 765 -199 — —
270 -11 255 =26 248 -33 191 -90 — —
71 12 904 35 98 39 86 27 —

%

2005/3 2006/3 2007/3 2008/3(E)
yoy pp. yoy pp. Yoy pep ¥OF PP
23.13  -0.10 2294 -0.19 2191 -1.03 19.61 -2.30
23.55 -0.17 2332 -0.23 22.25 -1.07 19.89 -2.36
23.55 -0.17 23.32 -0.23 22.25 -1.07 19.89 -2.36
i7.12  -1.84 16.63 -0.49 15.51 -1.12 15.28 -0.23
12.27  0.11 12.38 0.11 12.11 -0.27 11.14  -0.97

Millions of yen
200713 2008/3(E)
Receivables Outstanding

Istquiner  C.RA%) Ind quister  C.R(%) Indquiner  CR%) QIR g (o) C.R.(%)
1,533,378 100.0 1,519,223 100.0 1,480,983 100.0 1,446,117 100.0 1,294,500 100.0
24,089 1.6 22,993 1.5 21,673 1.5 20,506 1.4 4,300 0.3
607,556 39.6 589,938 38.8 563,535 38.] 537,612 37.2 291,800 22.5
323,048 21.0 309,397 204 299,407 20.2 289,512 20.0 128,600 9.9
303,535 19.8 304,813 20.1 285,110 19.2 278,943 193 139,400 10.8
71,659 47 70,566 4.6 85,401 5.8 83,666 5.8 57,800 45
136,364 8.9 151,271 10,0 157,653 10.6 169,235 11.7 602,500 46.6
67,125 4.4 70,241 4.6 68,200 4.6 66,641 4.6 70,100 5.4
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Unsecured Loans Receivable Outstanding by Classified Receivable Outstanding (Non-Consolidated)

Millions of yen
200413 2005/3 2006/3
Receivables Outstanding

Classified Receivable Oustanding CR. CR. CR

(Thousands of Yen) (9%) (%)} (%)
E100.... e 20,278 1.3 19,936 1.3 20,000 1.3
100 =300 ...t 124,248 8.0 116,143 7.5 110,773 7.2
300 =500 .. 599,785 38.7 599,363 38.8 591,294 38.4
500< S1,000 ... ..., 307,933 20.0 295,102 19.1 278,185 18.0
LODO< oo 496,029 320 514,749 333 541,866  35.1
Towal ... ... . 1,548,274 100.0 1,545,295 100.0 1,542,121 100.0

Number of New Customers by Annual Income {Unsecured Loans] (Non-Consolidated)

2003/3 2004/3
Number of Accounts | itial Average Number of Accounts  Eitial Average
Lending Lending
Annual Income CR Amount CR. Amount
(Millions of Yen) (%6) m %} Thousands of yen.
=0 AP 96,455 23.7 136 86,242 24.1 123
2 S i 255,555 629 161 227,416 634 151
b -~ 36,465 8.9 204 30,252 84 193
T EI0 e e 15,014 3.7 225 12,214 3.4 217
< 3,196 0.8 239 2,446 0.7 229
Towal ..o 406,685 100.0 162 358,570 100.0 151
Composition Ratio of Customer Accounts by Age [Unsecured Loans] (Non-Consolidated)
%
2002/3 2003/3
Existing ~ Writc-offs Exisiing  Write-offs
Accounts Account Accounts Account
Under 20 . e e e e 26.3 22.9 253 21.8
AEB0<39 Lo 281 273 287 280
Aged0-49 L 20.7 21.7 20.5 21.7
ABESD =59 oot 177 196 179 19.7
OVer G0 . o e 7.2 8.5 7.6 8.8
1131 O 100.0 100.0 100.0 100.0
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Millions of yen

2007/3 2008/3(E)
Receivables Outstanding
19,991 1.3 19,828 1.3 19,400 1.3 19,518 1.4 18,200 1.4
109,971 7.2 109,517 7.2 107,598 7.3 106,969 7.4 98,500 7.6
587,109 383 578,639 38.1 559,047 37.7 540,562 37.4 471,400 36.4
274,038 179 269,265 17.7 260,395 17.6 252,047 174 217,700 16.8
542,268 35.3 541,972 357 534,541 36.1 527,019 36.4 488,700 37.8
1,533,378 100.0 1,519,223 100.0 1,480,983 100.0 1,446,117 100.0 1,294,500 100.0
2005/3 2006/3 2007/3
Number of Accounss  1nitial Average Number of Accounrs  Initial Average Number of Accounes  Initial Average
7 Lending Lending - Lending
C.R. Amount CR Amount CR Amount
%) Thousands of yen (8)  Thousands of yen (%) Thousands of yen
83,370 245 134 82914 125.1 139 67,354 25.1 135
214,180 63.1 158 207,675 63.0 158 168,883 62.9 158
28,065 8.3 199 26,279 8.0 192 21,327 79 192
11,712 3.4 230 10,746 3.2 220 9,199 34 221
2,240 0.7 247 2,200 0.7 243 1,947 0.7 244
339,567 100.0 158 329,814 100.0 159 268,710 100.0 158
%
2004/3 2005/3 2006/3 2007/3
Existing Write-offs Existing Write-offs Existing Write-offs Existing Write-offs
Accounts Account Accounts Account Acconnts Account Accounts Account
24.2 21.6 231 21.6 22,1 22.5 20.5 232
29.3 28.5 29.5 287 293 28.1 29.2 27.5
20.5 21.5 20.7 213 20.9 21.6 213 209
18.0 19.3 18.3 19.0 18.9 18.7 19.3 19.7
8.0 9.1 8.4 9.4 8.8 9.1 9.7 8.7
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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Composition Ratio of Customer Accounts by Gender {Unsecured Loans] (Non-Consolidated)

Y%
2002/3 2003/3
Existing Write-offs Existing, Write-offs
Accounts Account Accounts Account
Male .ottt e e e e e e 73.3 70.0 73.3 69.2
Female ..o e e 26.7 30.0 26.7 30.8
Bad Debt Write-offs (Non-Consolidated)
Millions of yen
2004/3 2005/3 2006/3
yoy % yor % yor %
Bad Debt Write-offs ................ 112,598 38.0 108,446 -3.7 167,239 -1.1
Loans Receivable ................ 103,093  36.7 97,166 -5.7 95,826 -1.4
Unsecured Loans . ............. 100,781 34.3 96,415 -4,3 95,053 -1.4
Secured Loans ................ 2,312 494.8 750 -67.5 772 2.9
ACOM MaseerCard® ............. 4,745 41.9 4,394 -7.4 3,905 -11.1
Installment Sales Finance .......... 2,890 17.6 3,095 7.1 2,088 -32.5
GUarantee ...........ooveeinon.- 1,860 5006.1 3,785 103.5 5409 429
Average Amount of Bad Debr Write-offs
per Account for Unsecured Loans
(Thousands of yen) ........... 395 8.8 408 3.3 425 4.2
<References
Average Balance of Unsecured Loans
for Consumers per Account
{Thousands of yen) ........... 827 0.6 535 1.5 542 1.3
Ratio of Bad Debt Write-offs (Non-Consolidated) *"*
%
2004/3 2005/3 200673
¥o¥ p-p- Yoy pp- yoy p-p-
Loans Receivable .. ................. 6.38 (1.82) 6.05 (-0.33) 5.99 (-0.06}
Unsecured Loans ................ 6.50 (1.76) 6.23 {-0.27) 6.15 (-0.08)
SecuredLoans ........vivennnnn. 3.55 (3.01) 1.3} (-2.24) 1.41  (0.10)
ACOM MasterCard® ............... 10.32 (2.19) 8.98 (-1.34) 8.20 (-0.78)
Installment Sales Finance ............ 2.54 (0.94) 4,39 (1.85) 4.53 (0.14)
<Reference>
Guaranree .........o.oviveunenaa.t 1.80 (1.28) 2.68 (0.88) 3.18 (0.50)

Notes: 1. Ratio of bad debt write-offs
Loan Business = Bad debt write-offs of loan business / (loans receivables plus boans to borrewers in bankruptey ar under reorganizarion)
ACOM MasterCard® = Bad debr write-offs of ACOM MasterCard® / card shopping receivables
Installment Sales Finance Business = Bad debt write-offs of tnstallment sakes finance / inscallment receivables
Guarantee = Bad debr write-offs of guzrantee / {(guaranteed receivables plus payments in subrogation}
2. Figures in brackets indicate year-on-year change in percentage points.
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2004/3 200513 2006/3 2007/3

Existing Write-offs Existing W tite-offs Existing YW rite-offs Existing Write-offs

Accounts Account Accounts Account Accounts Account Accounts Account
734 69.0 73.5 69.5 733 69.8 73.2 70.1
26.6 31.0 26.5 30.5 26.7 30.2 26.8 299

Millions of yen
2007/3 2008/3(E)

Ist quarter yoy % 2nd quarcer yoy % 3ed quarcer yoy % 4;.:]?:::' yoy % yoy %
28,775 128 58,892 13.6 96,573 20.8 138,977 29.6 163,000 17.3
25,649 13.0 52,784 14.2 87,152 220 126,038  31.5 150,100 19.1
25,510 129 52,462 14.3 86,757 224 125,515 320 149,500  19.1

139 229 321 29 394 -28.8 523 -32.2 600 147
967 -3.5 1,879 -4.2 2962 1.0 4,123 5.6 4,200 1.9
358 -39.8 701 -38.8 947 -43.7 1,277 -38.9 —_ -
1,768 47.8 3,496 394 5480 39.2 7.495 38.6 8,700 16.1
— 427 07 - — 438 3.1 S —
542 0.9 544 09 542 0.6 541 -0.2 543 0.4
%

200713 2008/3(E)
tst quarcer yoy p.p. 2nd quarer Yoy p-p- 3ed quarcer yoy p.p- 4}:]?:_1:' YOy p.p. Yoy p.p-
1.61 (0.20) 3.35 (0.48) 5.68 (1.21) 8.42 (2.43) 11.22  (2.80)
1.66 (0.20) 3.45 (0.50) 5.85 (1.25) 8.67 (2.52) 11.52 (2.85)
0.26 (0.06) 0.61 (0.05) 0.78 (-0.23) 1.07 (-0.34) 1.39  (0.32)
2.05 (0.00) 4.03 (0.00) 6.46 (0.45) 9.29 (1.09) 9.03 (-0.20)
0.83 {-0.09) 1.82 (-0.18) 2.66 (-0.56) 3.97 (-0.56) — —
1.00 (0.20) 1.91 (0.31) 2.95 (0.53) 3.97 (0.79) 3.85 (-0.12)
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Bad Debts (Non-Consolidated)

Millions of yen
2003/3 2004/3 2005/3
% % %
Toral Amountof Bad Debts ........ ... ... 60,491  3.65 79,754 4.93 81,210 5.06
Loans to Borrowers in Bankruprcy

or Under Reorganization ..................... 9,227 0.56 9,280 0.57 8,377 052

Applications for Bankruptey are Proceeded ... . .. 3,540  0.21 2,951 0.18 2,026  0.13
Applications for the Civil Rehabiliration

areProceeded .. ... ... . .. 2,853 017 3,633 0.22 3,176 0.20
Applications for the Civil Rehabilitation

are Determined . ........ ... ... .. ... .. .... 815 0.05 1,775  0.11 2,328 0.15

Loansin Arrears *' .. ... ... .. .. 31,128 1.88 36,632 2.27 35310 2.20

Loans Past Due for Three Months or More ..., . ... 1,036  0.06 1,638  0.10 1,345 0.08

Restructured Loans .. ........................ 19,099 1.15 32,204 1.99 36,177 2.25

Note: 1. In line with the inclusion of allowance for loss on interest repayments, the amount of loans to borrowen sceking legal counsel thar have rot been resolved yer is counced in the amount of loans in

arrears as loans exclusive of accrued interest from the fiscal year ended March 31, 2006.

Loans in Arrears for Less Than 3 Months [excluding balance held by headquarters’ collection department] (Non-Consolidated)

Millions of yen

2003/3 2004/3 2005/3
% % %
Mdays= <3months ......................... 18,971 1.15 19,475 1.21 17,239  1.07
3ldays = <3months ...................... 9,761 0.59 11,076 0.69 9,902 0.62
Hidays = <301days ... oo, 9,210 0.56 8,399 0.52 7,337 046
Allowance for Bad Debts (Non-Consolidated)
Millions of yen
2003/3 2004/3 2005/3
yoy % yoy % yoy %
Allowance forBad Debes ... oo o it 107,700 38.6 129,400 20.1 122,400 5.4
Allowance for Bad Debts calculated by former method . . . —_ = - — — —
Ratio of Allowance for Bad Debes (%) *' . ... ... 5.91 — 7.37 — 7.15 —
General Allowance forBad Debts ............... 67,127 — 82,898 23.5 76,870 -7.3
Unsecured Consumer Loans . ................ 59,980 — 74,888 24.9 69,348 -7.4
Specific Allowance for Bad Debts . .............. 40,184 — 44,929 11.8 43,657 -2.8
Increase or Decrease in Allowance for Bad Debts ... ... 30,000 89.9 21,700 -27.7 -7,000 -132.3
Allowance for Loss on Debt Guaranrees ............. 474 — 1,865 293.5 2,880 54.4
Increase or Decrease in Allowande . .............. 461 — 1,391 201.7 1,015 -27.0

Motes: 1. {Allowance for bad debts caleulated by former methed): it is caleulared based on the methed used before the change

of expression of Allowance for loss on interest repayments from interim accounting period as of Seprember 2006.
ol . . Allowance for bad debts %
2. Ratio of allowance for bad debis (%) Loans receivable outstanding at the fiscal year-end plus installment ceceivables {exchuding deferred income on installment sales finance) 100

Allowance for Loss on Interest Repayments (Non-Consolidated)

Millions of yen
2003/3 2004/3 2005/3
yoy % yoy % yoy %

Allowance for Loss on Interest Repayments .......... — — — = - —
Increase or Decrease in Allowance
for Loss on Interest Repayments . ........oouvun... — — —  — — -
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Millions of yen

2006/3 200713
% Lst quarter % 2nd quarter % 3ed quarcer % 42}1;'::‘::’ %
109,573  6.85 119,160  7.50 131,458 8.35 136,772 892 141,307 9.44
7,000 0.44 6,912 043 6,584 0.42 6,383 042 6,120 0.41
1,307 0.08 1,427  0.09 1,279 0.08 1,152 0.08 1,026 0.07
2,716 0.17 2,608 0.16 2,530 0.16 2,539 0.7 2,430 0.16
2,358 0.15 2,309 0.5 2,280 0.14 2,178 0.14 2,108 0.14
46,709 292 53,450 3.36 65,306  4.15 73,996 4.82 80,976 5.41
1,110 0.07 997 0.06 567  0.04 615 0.04 499 0.03
54,752 3.42 57,800  3.64 59,000  3.75 55,777 3.64 53,711 3.59
Millions of yen
2006/3 200713
Y% Ist quarter % 2nd quarter % 3rd quarter % 4;&?::‘;::( Yo
12,968 0.81 19,475 1.23 20,742 1.32 16,179 1.05 17,223 1.15
7,289  0.46 9,686 0.61 8334 053 7,846 0.51 6,586  0.44
5,679 0.36 9,788 0.62 12,408 0.79 8,333 0.54 10,637 0.71
Millions of yen
2006/3 2007/3 2008/3(E)
yoy % Ist quarter  yoy % 2nd quarter  yoy % 3ed quarter  yoy % 4$|?:::::‘ yoy % yoy %
122,700 0.2 131,800 13.1 98,406 -159 112,400 -52 121,000 -1.4 156,500 29.3
_ — — — 144,500 — 160,577 — 177,600 — 208,400 —
7.26 — 7.88 - 5.96 — 6.99 — 7.72 — 11.33 —
66,810 -13.1 69,417  -4.2 46,178 -35.1 50,182 -34.9 54,257 -18.8 — —
61,187 -11.8 63,541 -2.6 40,578 -37.0 44,875 -36.3 48,963 -20.0 — —
54,276 24.3 60,874 437 50,713  14.9 60,631 523 65,145 20.0 — —
300 104.3 9,100 254.2 -24,293 —  -10,300 — -1,700 -666.7 35,500 —
3,33¢  15.60 3,680 24.3 3,810 274 3,770 20.1 3,670 10.2 4,370 191
450 -55.7 350 337.5 480 — 440 69.2 340 -24.4 700 —
Millions of yen
2006/3 2007/3 2008/3(E)
yoy % st quarter  yoy % 2nd quarter  yoy % Jrd quarter  yoy % 4&?:‘:':‘“ yoy % yoy %
23,700 — 25,000 —  357.500 — 335,391 — 490,000 — 352,433 —
23,700 — 1,300 — 333,800 — 311,691 — 466,300 — -137,567 —
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Funds Procurement (Non-Consolidated)

Millions of yen

2002/3 2003/3 2004/3
C.R.(%) C.R(%) C.R.(%)
Borrowings . .......... ... oo 1,417,966 100.0 1,384,848 100.0 1,260,090 100.0
Indirect . ... e 1,035,186 73.0 1,053,068 76.0 951,210 75.5
ChyBanks ... ... oo ol 37,017 2.6 35,065 2.3 35,386 2.8
Regional Banks .. .................... 56,634 4.0 58,300 4.2 51,147 4.1
Former Long-term Credit Banks . ..., .. .. 85,608 6.0 93,880 6.8 76,968 6.1
TrustBanks . .......oovvvvievann. 433,001  30.5 409,257  29.6 403,081 32.0
Foreign Banks .. .............. e 46,000 3.3 63,000 4.5 37,500 3.0
Life Insurance Companies ............. 268,215 18.9 263,779 19.0 245,773 195
Non-Life Insurance Companies ......... 51,434 3.6 50,043 3.6 44,723 3.5
Others .ot i i 57,277 4.1 79,744 5.8 56,632 4.5
DHEECT o e ittt 382,780 27.0 331,780 24.0 308,880 24.5
StraightBonds ...................... 295,000 20.8 295,000 21.3 285,000 226
Convertible Bonds . .................. 50,000 3.5 —_ 0.0 — —
Commercial Paper ................... 10,000 0.7 10,000 0.7 — —_
Securitization of Installment Sales
Finance Receivable .................. 3,900 0.3 2,900 0.2 —_— —
Others ... it i 23,880 1.7 23,880 1.7 23,880 1.9
SROTI-TEIM o e v i e i e eaie v ranneeanns 13,562 1.0 16,400 1.2 11,500 0.9
Long-term ... .....uuiiii i 1,404,403  99.0 1,368,448 98.8 1,248,590 99.1
Fixed ... s 1,154,619 814 1,171,837 84.6 1,093,395  86.8
interest Rate Swaps (Notional} ............ 96,648 6.8 142,310 10.3 188,321 14.9
Interest Cap (National) .................. 117,000 8.3 117,000 8.4 82,000 0.5
Average Interest Rate
on Funds Procuted During the Year (%) ... .. 2.13 — 2.10 — 1.96 —
Average Nominal Interest Rate
on Funds Procured During the Year ™' .. .. 1.88 — 1.85 — 1.67 —
Floating Interest Rate ................... 1.77 — 1.89 — 1.55 —
Fixed Interest Rate .. .. ... ..o on.... 2.21 — 2.14 —_ 2.04 —
SROTC-term - oo v e e 1.07 — 0.56 — 0.64 —
Longterm ...... ... .. ... il 2.19 — 2.11 — 1,96 —
DHrect vt 1.88 — 1.86 — 1.82 —
Indirect ........0co i, 2.21 — 2.18 — 2.00 —_
<Reference>
Term Average of Long-term Prime Rate .. ... 1.80 — 1.79 — 1.58 —

Note: 1. Financial expenses pertaining to derivatives have been excluded from the calculation of average nominal interest rate on funds procured during the year.
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Millions of yen

2005/3 2006/3 2007/3 2008/3(E)
CRA%) CR.(%) yoy % C.R.(%) yoy%  CR(%)
1,028,722 100.0 945,208 100.0 388,587 -6.0  100.0 787,200 -114 100.0
719,842 70.0 614,288 65.0 580,627 -5.5 65.3 507,200 -12.6 644
21,430 2.1 24,487 2.6 21,306 -13.0 2.4 — — —
32,791 3.2 19,330 2.0 18,433 -4.6 21 — — —
53,979 5.2 41,049 4.3 46,871 14.2 5.3 — — —
337,951 329 290,093 307 269,340 -7.2 30.3 — — —
6,500 0.0 6,500 0.7 7,500 15.4 0.8 — — —
189,090 184 152,749 16.2 112,581 -26.3 12.7 — — -
29,439 2.9 21,639 2.3 16,530 -23.7 1.8 — — —_
48,662 4.7 58,421 6.2 88,066  50.7 9.9 — — —
308,880 30.0 330,920 35.0 307.960 -6.9 34.7 280,000 -9.1 35.6
265,000 258 265,000 28.0 260,000 -1.9 29.3 — — —
20,000 1.9 50,000 5.3 40,000 -20.0 4.5 — — —
23,880 2.3 15,920 1.7 7,960  -50.0 0.9 — — —
22,500 2.2 51,000 5.4 60,000 17.6 6.8 10,000 -83.3 1.3
1,006,222 97.8 894,208 94.6 828,587 -7.3 93.2 777,200 -6.2 987
900,468 87.5 805,086 85.2 762,560 -5.3 85.8 736,700  -3.4 93.6
161,712 157 207,053 21.9 236,505 14.2 26.6 — — —
82,000 8.0 7,000 0.7 — — — — — —
1.92 — 1.84 — 1.86 — — 2,19 — —
1.61 — 1.47 — 1.53 -— — 1.79 — —
1.66 — 1.33 — 1.81 — — 2.16 — —
1.96 — 1.69 — 1.87 — — 2.19 — —
0.80 — 0.19 — 0.46 — — 1.19 — —
1.92 — 1.90 — 1.95 — — 2.21 — —
1.80 — 1.64 — 1.53 — — 1.71 — —
1.97 — 1.94 — 2.04 —_ — 2.44 — —
1.69 — 1.76 —_ 2.39 — — — — —
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Investor Information
As of March 31, 2007

Stock Index and Trading Volume

Thousands of
Index Shares
250 25,000
r n Nln
200 20,000
~ L
150 ] 15,000
f n I ] | ]
100 i DEnnEEaE R 10,000
K
—~ T —— il
o | f L Ll _T_ : PN e L
Bl | LT -
0 024 02110 '03/4 0310 ‘0474 04110 054 05/10 064 06110 0714 0
= ACOM Sharc Pricc  —TOPIX [JACOM Trading Volume per Monrth (right)
Principal Shareholders Breakdown of Shareholders
N Nt of barched_ %gfommky Ty s poves g
Ensurance Companies
Maruito Shokusan Co., Ltd. ..ooivievviiiieniivnsivininne 27,346,755 17.40 Jipanese 10.47%
Mitsubishi UFJ Financial Group, Inc. ..oooovsvirvrrrrveeeene. 20,732,340 1319 Induiduals Japanese
HEro & CO.% vrvevreveresrieciresssossesresessnssssseesiesinssneresreons 19,713,286 12.54 14.26% g"zfgl;:"i“
Maruito Co., Lid. v 12,553,343 7.99 '
Kinoshita Memorial Foundation ......ocoooeviiieceiinnnnns 9,219,232 5.86 grtign
TAlOn
Mellon Bank Treaty Clients Omnibus oo 4,879,934 300 i Oer
Maruito Shoten Co., Ltd, oo 3,873,320 2.46 gn;'g;l;bﬂs Corporztions
Japan Trustee Services Bank, Led. (Trust Accounts) ... 3,459,650 2.20 47.70%
Kyosuke Kinoshita ..o 3,240,321 2.06
Karsuhiro Kinoshita o...ccoooeviieiiiii e 3,230,368 2.06

*Hero & Co. is 2 nomince of The Bank of New York. which is a depositary and transfer agent
for American Depositary Receipts (ADR).

ADR (American Depositary Receipts) Information Other Data
Type: Sponsared Level-1 Program Transfer Agent:
Mitsubishi UF] Trust and Banking Corporation
ADR Ratio: 4ADRs : 1 Ordinary Shate
Stock Listing:
Symbal: ACMUY First Section of Tokyo Stock Exchange
CUSIP: 004845202 General Shareholders” Meeting:
June 27, 2007
Market: The U.S. Market for OTC {Over-the-Counter)
Number of Stack Issued:
Depositary Bank:  The Bank of New York 159,628,280
101 Barclay Sereer, 22W, NEW YORK,
NY 10286, U.S.A. Number of Sharehalders:
TEL: 1-212-815-2042 12,786

Toll-free number from the United States:
888-269-2377 {888-BNY-ADRS)
URL: http:/fwww.adrbny.com
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Management’s Discussion and Analysis

Operating Environment

In fiscal 2006, ended March 31, 2007, the Japanese economy
remained on a path of overall moderate recovery, as continued
strength in corporate earnings helped boost privare sector capital
spending, The economy also benefited from recovery in the
employment situation, characterized by a growing sense of a labor
shortage, as well as a firming of consumer consumption.
However, the operating environment surrounding the ACOM
Group was affected by a number of factors. In addition to a
shrinking overall market—a structural trend caused by Japan’s
iow birth rate and aging population—the consumer finance
industry faced a major backlash as press reports about the han-
dling of group life insurance contracts for consumer credit tainted
the sector with a negative image. Meanwhile, the Regularions
Governing Money Lending Business Law was amended in

December 2006, and will be fully enforced by the end of 2009,
The amendments include reducing the maximum interest rate on
loans under the Interest Rate Restriction Law (IRRL) and placing
restrictions on toral lending amounts. This has alveady sparked
new competition among finance companies seeking to advance
their operations within the parameters of the IRRL, heightening
the battle to attract high-quality customers.

Moreover, the announcement of guidelines by the Japanese
Insticute of Certified Public Accountants {(JICPA) prompted all
consumer finance companies to provide massive allowances for
losses on interest repayments. Nevertheless, claims for interest
repayments exceeded expectations, forcing lenders to make addi-
tional provisions at the end of the fiscal year and underscoring a
very difficult business environment.

Trends in the TANKAN Survey (Quarterly)
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Review and Analysis of Consolidated Results

Overall Performance

In addition to the difficult operating environment, in fiscal 2006
ACOM (the parent company) made a ¥490.0 billion allowance
for loss on interest repayments. The number of new contracts fell
below the previous year's level and expenses were recorded for
emergency management innovation measures. Accordingly, con-
solidated operating income amounted 1o ¥423.6 billion, down
4,9% from fiscal 2005. The Group posted an operating loss of
¥85.1 billion and a net loss of ¥437.9 billion.

On a non-consolidated basis, the Company reported operating
income of ¥370.7 billion (down 6.5%), an operating loss of
¥88.9 billion, and a net loss of ¥439.4 billion.

Facing these challenges, the Group stepped up compliance-ori-
ented activities and swifily created a new loan business model in
preparation for the zmended law to come into force. We also for-
mulated a set of Group Management Reforms aimed at securing
long-term profits and building an operating foundation con-
ducive to sustained future growth. At the same time, we under-
ook drastic reforms to our cost structure to enhance operating
efficiency and strove to reinforce our sales capabilicy.

Specific reforms to our cost structure undertaken in fiscal
2006 included reorganizing the Group’s installment sales finance
business and preparing the groundwork to merge three sub-
stdiaries involved in real estate architectural design, construction,
and management. We also promoted a voluntary retirement pro-
gram, converted out sales ouclets o unstaffed ouders, and inte-
grated our call centers, and worked 1o reconstruct our mainstay
computer system,

The Group also worked to tap new growth markets overseas,
centering on Asia. In addition ro aggressive promotion of existing
businesses in Thailand and other areas, we set up representative
offices in Beijing (China) and Ho Chi Minh City (Vietnam) and
prepared to acquire shares in PT. BANK NUSANTARA
PARAHYANGAN Tbk, a bank in [ndonesia.

Results by Segment

!
QOperating Income and Qutstanding Balance

Loan Business

In fiscal 2006, operating income from our core loan business
declined 5.5%, to ¥374.5 billion. Receivables outstanding ar fiscal
year-end amounted to ¥1,632.3 billion, down 4.2% from a year
carlier. On a non-consolidated basis, segment operating income
fell 6.9%, to ¥348.5 billion, and receivables outstanding
decreased 6.4%, to ¥1,494.3 billion. For the year, the average
yield for unsecured consumer loans extended by the parent com-
pany was 22.25%, down 107 basis points from the previous peri-
od, reflecting our increasing adoption of interest incentives for
preferred customers.

DC Cash One Ltd. {hereinafter DC Cash One), which devel-
ops its business using the brand of Mitsubishi UF] Financial
Group, Inc., posted a 16.4% jump in operating income in its

loan business, to ¥13.2 billion, and an 11.5% rise in receivables
outstanding, to ¥82.6 billion.

Overseas, operating income from the loan business of EASY
BUY Pubtic Company Limited (hereinafter EASY BUY), a con-
solidated subsidiary in Thailand, increased 17.9%, to ¥12.8 bil-
lion, and its balance of receivables outstanding surged 68.8%, w0
¥49.9 billion. In July 2005, the Bank of Thailand lowered the
maximum interest rate on loans, which negatively affected prof-
itability. Although we reassessed our lending criteria and worked
to improve the quality of credit, we succeeded in maintaining a
high rate of growth.

With respect 1o the loan business of ACOM (the parent com-
pany), we pursued the urgent task of improving our business
structure to permit generation of stable earnings assuming an
average yield for unsecured consumer loans in the 16% range.
While keeping a good balance berween maintaining service levels
and improving efficiency, we reorganized our loan sales opera-
tions—including a shift from staffed 1o unstaffed outlets and clo-
sure of certain unstaffed outlets—and centralized our four contact
centers and 12 service centers into two locations each, thus rais-
ing efficiency.

Credit Card Business

In the credit card business, operating income declined 5.2% from
the previous year, to ¥6.1 billion. The year-end balance of receiv-
ables outstanding was down 6.8%, to ¥44.8 billion. In this busi-
ness, we issue ACOM MasterCard® via immediate card-issuing
machines linked to our MUJINKUN network of automatic ¢con-
tract machines, and we also issue cards in alliance with merchants
who are strong in their respective fields. Due to a decline in the
number of loan customers, however, the number of cardholders
fell 6.2%, to 1,181 thousand at fiscal year-end. Due to reductions
in maximum interest rates, we have found ic difficult to achieve
profitability in the alliance credit card business. For this reason,
we will lower the number of alliance cards, which incur consider-
able payment commissions, and focus on ACOM MasterCard® in
the future.

Installment Sales Finance Business

Consolidated operating income in this segment declined 31.9%,
10 ¥10.1 billion, and the year-end balance of installment receiv-
ables fell 31.6%, o ¥56.9 billion. EASY BUY, our consolidated
subsidiary in Thailand, is also involved in the instaliment sales
finance business. Since the reduction of maximum incerest rates
in that natton, however, EASY BUY has adopted more stringent
lending criteriz. Consequently, it posted a 25.0% decline in seg-
ment operating income, to ¥5.0 billion. Deespite these challenges,
we will strive to improve the quality of credit, both in Japan and
overseas, and place high priority on reassessing contracts with
low-profit affiliated merchants.

Seeking ro further enhance efficiency and reinforce our sales
capabilities in this business, on April 1, 2007, we merged the
installment sales finance business of the parent company with JCK
CREDIT CQ., LTD, a wholly owned subsidiary, leading to the
birth of a new company, called AFRESH CREINT CO,, LTD..
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Guarantee Business
In this segment, the year-end balance of guaranteed receivables
amounted o ¥105.9 billion, up 17.9% from a year earlier. Fees
from credit guarantees rose 15.9%, 1o ¥6.0 billion, and operating
income in this segment (including commissions from guarantee
services etc.) climbed 39.0%, to ¥9.2 billion.

Since March 2005, we have been expanding our guarantee
business in cooperation with RELATES CO., LTD., a wholly
owned subsidiary specializing in call center services for regional
banks and other guarantee alliance partners, as well as temporary
staffing services and consulting services.

In fiscal 2006, we sought to expand the guarantee business of
DC Cash One. During the year, DC Cash One began providing
guarantee services for the Super 1C Card, “Tokyo-Mitsubishi
UFj-VISA,” issued by The Bank of Tokyo-Mitsubishi UF], Lid.
{hereinafter BTMU). In August 2006, DC Cash One added an
IC credit card, issued by former UF] branches, and in February
2007 we launched similar services for a card jointly issued by
BTMU and East Japan Railway Company. Due to negative
media coverage about consumer finance industry, however, our
alliance partners are temporarily restraining their loan sales busi-
ness. Accordingly, the balance of guaranteed receivables of
ACOM {(parent company) rose only 8.0%., to ¥96.8 billion, rep-
resenting a slowdown in the rate of growth. Nevertheless, the bal-
ance of guaranteed receivables of DC Cash One, which entered
this business in the previous fiscal year, reached ¥9.1 billion at the
end of fiscal 2006.

Loan Servicing Business
In the loan servicing business, operating income slipped 2.1%
year-on-year, to ¥13.8 billion, and rotal collection of purchased
receivables remained mostly unchanged, at ¥13.3 billion.

As financial institutions enter the final stages of disposing of
their non-performing loans, the earnings environment has
become more and more challenging for IR Loan Servicing, Inc.
(hereinafter IR Loan Servicing), which spearheads the Group’s
activities in this business. Therefore, we have begun considering a
new business model for the future. Taking into account the furure
potential of this business, as well as legal and other considerations,
the model will incorporate interaction with ACOM’s loan,
installment sales finance, credit card, and guarantee businesses to
ensure efficient division of responsibilities.

Other Businesses
In fiscal 2006, consolidated operating income from the rental
business rose 4.0%, to ¥4.4 billion, and operating income from
other businesses life and nonlife insurance agency services real
estate-related activities, and others posted a two-fold increase to
¥5.2 billion, owing to higher profitability at RELATES CO.,,
LTD. and other financial service business companies.

Operating Income by Segment
Millions of Yen
Change
FY2006 FY2005
Loan Business . . ..vtnnn i i i 374,590 396,485 (5.5%)
Credit Card BUsingss ....oovvrineeninunrrnnnnann, 6,128 6,462 (5.2%)
Installment Sales Finance Business ..................... 10,106 14,839 (31.9%)
Guarantee Business . .. ..ooii i i 9,244 6,651 39.0%
Loan Servicing Business ............. o i 13.827 14,117 {2.1%)
Rental Business .. ....ooviiinne i 4,489 4,318 4.0%
Other Businesses . .. ...ttt e 5,265 2,557 105.9%
Outstanding Balance at Year-End by Segment
Millions of Yen
Change
FY2006 FY2005
Loan Business . ..o oeir i i i 1,632,310 1,703,172 (4.2%)
CreditCard Business ......ooin it it iians. 44,842 48,120 (6.8%)
Installment Sales Finance Business ... ... ... .......u.. 56,986 33,335 {31.6%)
Loan Servicing Business ........ ... ... ... e 25,788 17,423 48.0%

2
Consolidated Operating Expenses

In fiscal 2006, consolidated operaring expenses amounted to
¥508.7 billion, up 51.8% from the previous fiscal year. Within
this total, financial expenses remained mostly unchanged, at
¥20.7 billion. While interest rates are showing moderace increases
in line with economic recovery, the Group has successfully
reduced interest-bearing liabilities, centering on long-term liabili-
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ties, 2nd reaped the benefits of its financial strategy of increasing
the ratio of ditect borrowings—a low-cost, stable means of fund
procurement. Meanwhile, we reduced advertising and promotion-
al expenses and personnel costs (salaries, retirement benefit
expenses, etc.) by ¥53.5 billion and ¥3.7 billion, respectively.
However, the provision for loss on interest repayments ballooned
1o ¥200.1 billion {from ¥23.7 billion in fiscal 2005), while provi-
sion for bad debts rose ¥15.1 billion, leading ro a substantial
increase in consolidated operating expenses.




Breakdouwn of Consolidated Operating Expenses

Millions of Yen
Change
FY2006 FY2005
Operating Expenses ..o 508,755 335,039 173,715
Financial EXPENsSes .. ..o.vuurueeeeneirnneniaene.. 20,705 20,711 (6)
Cost of Purchased Loans Receivable .. .................. 8,114 8,064 49
Costof Sales .. v ue it e i et e 7.497 5,126 2,370
Other Operating Expenses ... ................. . ...... 472,438 301,136 171,301
Advertising Expenses ......... ... o 13,491 19,014 (5,523)
ProvisionforBad Debts . ... ... ... ... ... .. ... ... 130,596 115,477 15,118
Provision for Loss on Guaranteed Receivables . . ......... 1,960 1,647 312
Bad Debt Expenses ... 5,039 — 5,039
Provision for Loss on Interest Repayments ............. 200,147 23,700 176,447
Salaries ... ... ... 31,892 33,640 (1,747)
Retirement Benefic Expenses . ....................... 1,269 3,223 (1,954)
Provision for Directors and
Corporate Auditors’ Retirement Benefies ............ 93 98 (5
Welfare Expenses . ... .. ootiiniiiiiiiiiiiiaiians 4,113 4,223 (110)
LCE565 « v v e e e e e 13,341 13,747 (405)
Depreciation Expenses .............0iiiiinn., 3,772 4,446 (673)
Fees .. e e 36,111 32,125 3,985
Others L. e 30,609 49,791 (19,181)

3
Other Income (Expenses)

investments in securities (due to an impairment loss on securities
held in OMC Card, Inc. (hereinafter OMC Card)), as well as

¥17.9 billion in loss on business restructuring, which included

Total other expenses, net, amounted to ¥347.4 billion. In addi-  extra retirement expenses associated with the voluntary retire-
tion to a ¥317.0 billion special provision for loss on interest ment program and expenses related to rearganization of our loan
repayments, a number of factors led to the increase in other  sales network.

expenses. These included a ¥14.7 billion loss on revaluation of

(100 millions of yen)

Allowance for Loss on Interest Repayments: Accounting Treatment

Allpwance for loss on interest repayments

4,500
5.000 o — [nterest repayments {allowance draw down) 422
/'/ . — 2,001 mw [Debr waived {allowance draw down) -418
d ' Pravision for loss on interest repayments +2,001
4000 . __ XL
’ 418
422
3.000 — Interest-repayment-related expenses
Ay Millions of yen
Provision for loss on
interest sepayments |— T Year to March 2007 1st half 2nd half Full year
2,000 frctraondinary loss M Allowance for [nterest-repayment-related expenses ... ... 13,155 186,992 200,147
bad debrs 189 Interest repayments . ... ...l 13.630 28,636 42,266
o7 Bad debt write-ofls (debt waived) ....... 16,024 25.856 41,880
1.000 569 7y L Allowance for Increase ot decrease in allowance
h:;’;g’:;:f‘ for loss on interest repayments ... .. .. (16,500) 132,500 116,000
Allowance for loss on interest repaymenss. ... 357,500 490,000
0 Mazch 31, 2006 April 1. 2006 March 31, 2007 Note: Figures have been truncated.
(New method of calcularion)




Financial Condition

Balance Sheets

At the end of fiscal 2006, consolidated total assets amounted to
¥2,031.8 billion, down ¥74.8 billion from a year earlier. Total net
assets declined ¥475.4 billion, to ¥450.0 billion. Shareholders” equi-
ty {net assets less minority interests} declined ¥477.6 billion, to
¥457.1 billion. As a result, the owner’s equity ratio dropped from
44.0% w0 22.2%. A detailed breakdown of assets, liabilities, and net
assets is given below.

Assets

Total current assets declined ¥24.9 billion, while property and
equipment, net, fell ¥2.7 billion, and total investments and other
assets declined ¥47.0 billion. Within current assets, loans receivable
decreased ¥70.8 billion, and notes and accounts receivable declined
¥29.6 billion due to a fall in transaction volume in the installment
sales finance business. By contrast, cash and cash equivalents grew
¥48.9 billion and deferred wax assets rose ¥18.0 billion. Within
investments and other assets, investments in securities declined
¥46.1 billion due to impairment of OMC Card.

Liabilities

Total current liabilities declined ¥93.6 billion, but total long-term
liabilities rose ¥494.2 billion. Accordingly, total liabilities increased
¥400.5 billion. Among liabilities, incerest-bearing debt {including
loans and bonds), decreased ¥33.1 billion, and accrued income
taxes were down ¥25.8 billion. However, these were significantly
outweighed by a ¥466.3 billion allowance for losses on interest
repayments.

Net Assers
Total shareholders” equity declined ¥459.9 billion, due to mainly to
a ¥460.0 billion fall in earned surplus accompanying the net loss,
which amounted to ¥437.9 billion. There was also a decline of
¥18.5 billion in net unrealized gains on other securities, As a result,
total net assets declined ¥475.4 billion.

Cash Flows

At March 31, 2007, cash and cash equivalents stood ar ¥146.3
billion, up ¥48.9 billion from a year earlier. Details of cash flows
for the year are given below,

Net cash provided by operating activities amounted to ¥99.9
billion, practically unchanged from the previous fiscal year. In
addition o the loss before income taxes of ¥432.5 billion, a num-
ber of non-cash factors boosted operating cash flows. These
included a ¥466.3 billion increase in allowance for loss on interest
repayments, a ¥76.4 billion decrease in loans receivable, a ¥33.4
billion decrease in notes and accounts receivable, and a ¥14.7 bil-
lion increase in loss on revaluation of investments in securities.
Factors holding down cash flows included ¥48.8 billion in
income taxes paid.

Ner cash provided by investing activities totaled ¥308 mil-
lion. Purchases of property and equipment exceeded sales of prop-
erty and equipment by ¥2.0 billion, while sales of investments in
securities exceeded purchases of investments in securities by ¥1.5
billion. In the previous fiscal year, the Company made substantial
investments, including the acquisition of shares in OMC Card. In
the absence of such investments in the year under review, cash
flows from investing activities improved by ¥45.2 billion year-on-
year.

Net cash used in financing activities was ¥53.4 billion, down
¥50.9 billion from the previous year. For the year, wtal repay-
ments of loans and redemption of bonds ourweighed proceeds
from loans and bond issuance by ¥41.1 biilion, while cash divi-
dends paid amounted to ¥22.0 billion.

Cash Flows
Millions of Yen
FY2006 FY2005 oy
Net Cash Provided by {(Used in) Operating Activities ... .. .. 99,944 100,226 (282)
Net Cash Provided by (Used in) Investing Activities . . ... ... 308 (44,973) 45,282
Net Cash Provided by {(Used in) Financing Activicies . ... ... (53,464} (104,389} 50,925




Risk Management

Business Risks

The following report on business-related risks derails potential risks
to the ACOM Group’s operations based on our assumptions and
views as of the submission date of the Group’s annual securities
report. In addition, in view of providing disclosure to investors, we
include risks that may possibly not be associated with our operations.

However, the following report does not include all potential risks.
With future changes in economic and business conditions affecting
the consumer Anance industry, there may be new risks that arise from
various uncertain factots.

Note, however, thar forward-looking statements regarding busi-
ness-related risks are based on our assumprions and views as of the
submission date of the Group’s annual securities report.

I
Financial Results

(4)
Maintaining Profit Levels and Growth Rates
The Group’s ability to maintain past profit levels and growth rares
will be influenced by numerous factors, some of which are the fol-
lowing,

(a) Changes in the overall consumer credit market

(b) Growth in number of customer accounts znd average loan bal-
ance

{c) Reductions in the maximum legal interest rates applicable to the
loan industry, as well as changes in judicial rulings and legal reg-
ulations applicable to the consumer finance industry

(d) Changes in average contracted interest rates received from cus-
tomers

(e) Changes in number of requests for return of interest repayments,
as well as amounts requested

{(f) Competition with other companies

(g} Rate of default by customers

{h) The Company’s ability to use credit databases to properly screen
credit-related information about customers

(i) Japan's overall economic status

()} The Company's ability to procure funds and costs involved

(k) Advertising and promotional expenses, personnel costs, and other
expenses

(B)
Performance Trends

The ACOM Group has sought to advance its operarions by focusing on
customer convenience. For example, we have developed and introduced
automated contract machines, enabled immediate issue of ACOM
MasterCard®, and increased our network of ATMs and cash dispensers
in alliances with other financial insticutions. A« the same time, we have
worked to broaden and upgrade our business through various measures
to enhance our corporate image, These include branding initiatives and
advertising campaigns centering on the mass media.

Going forward, we will endeavor to reduce costs through improved
efficiency while strengthening our monitoring and counseling capa-
bilities in order to respond swiftly and appropriately to changing
business conditions. Nevertheless, changes in the domestic economy,
the consumer credit marker, and competitive factors may have an
impact on the Group’s business performance in the future.

2

LeE! Restrictions

The loan business {consumer finance business), which is the ACOM
Group’s core activity, is governed by the following laws: Regulations
Governing Money Lending Business Law (RMBL) and the
Acceptance of Contributions, Money Deposits, and Interest Law
(ACMI). Our installment sales (credir card and credit ioan businesses)
are governed by the Law Concerning Installment Sales (LCIS). The
aforementioned laws govern all aspects of their respective businesses.

(4)
RMBL and LCIS Reguiations and Lending Rate Regulations

Each ACOM Group company engaged in the loan business is regis-
tered as an eligible money lender pursuant to Article 3 of the RMBL,
The RMBL stipulates several restrictions, including prohibition of
excessive lending, prohibition of exaggerated advertising including
indication of lending conditions, issue and delivery of documents
and receipts, maintenance of book-keeping, restrictions on receipt of
blank power of attarney, restrictions on excessive collection activities,
and the return of loan certificates to borrowers, The RMBL also
defines administrative punishments {suspension of all or part of oper-
ations, or revocation of the money lending license) and penalties for
money lenders in violation of these provisions.

In addition, the LCIS requires a descripeion of the terms and con-
ditions of the transaction, the issue of 2 written document, and pre-
vention of excessive purchasing beyond paying capacity, and stipu-
lates penalties in violation of these provisions.

In the event that our business needs o be restricted or restructured
due to changes in our business rules following amendment of laws or
new judicial judgments, our loan business and installment sales busi-
ness, in addirion o the ACOM Group’s overall performance, may be
adversely affected.

On January 20, 2007, certain penalties for legal violations were
strengthened due 1o enforcement of the amended RMBL. By December
2007, the RMBL will be renamed as the Money Lending Business Law
and will be further amended to include provisions for establishing new
finance service associations, sttongee tules covering business conduct,
and introduction of operational improvement orders. Within 18
months of these amendments aking effect, certification examinations
for persons engaged in money lending and a system of designated credit
information institutions will be introduced, and within two and a half
years, quantitative lending restrictions will come into effect and the
ACMI will be revised to lower the cap on interest rates.

The reduction in the interest-rate cap is likely 1o reduce earnings
from our loan business, while the new quantitative lending restric-
tions may impact upon our balance of loans receivable.

(B)
Increase in Lass an [nterest Repayments
Apart from interest rate ceilings defined by the ACMI, Article 1,
Section 1 of the Interest Rate Restriction Law {IRRL) specifies thar,
under any loan agreement, the portion of interest that is higher than
the interest rate ceiling (20% per annum for principals up to
¥100,000 yen; 18% for principals berween ¥100,000 and ¥1 million;
and 15% for principals over ¥1 million} is deemed invalid. Section 2
of the above Article stipulates that, in the case where the debtor vol-
untarily pays the portion of interest in excess of the interest ceiling as
specified above, he/she cannot claim reimbursement of the said inter-
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est. According to Article 43 of the RMBL., moreover, given that a
written document is issued at the inception of the contrace as pre-
scribed by law, and that the payment of interest fulfills the conditions
set forth therein, the interest is deemed to be valid, notwithstanding
the provisions in Article 1, Section 1 of the IRRL.

The interest rates charged on some loan products provided by the
ACOM Group exceed the interest rate ceilings specified in the IRRL.
In addition, several consumers have raken legal action against con-
sumer finance companies, including ACOM, calling for a reimburse-
ment of payments made, asserting that such payments do not meet 2
part of the requirements set forth in Article 43 of the RMBL. In
some recent court precedents, the plaintiffs’ demands were accepted.

There are cases in which our customers (including agents, such as
lawyers) request a reduction in the loan amount or reimbursement of
excess interest paid, citing obligations for maximum interest rates under
the TRRL. In such cases, ACOM is obliged to release the customer from
the loan or return the interest payments. The costs of releasing cus-
tomers from loans and reimbursing interest repayments (hereinafter
referred 1o as “loss on interest repayments”) are increasing each year,

To address such increases in loss on interest repayments, since the
vear ended March 2006 ACOM has provided an allowance for loss
on interest repayments. On Ocrober 13, 2006, however, the Japanese
Institute of Certified Public Accountants (JICPA) announced its
“Auditing treaement regarding allowance for loss on interest repay-
ments by consumer finance companies due to claims for interest
repayments” (Industry-Specific Audit Committee Report No. 37),
which clarifies JICPA’s stance with respect to method for calculating
said allowances and reasonable peried of estimations. In response,
ACOM has changed its method for calculating the appropriate size
of said allowance. Consequently, at the end of the vear under review,
the Company ser aside ¥490,000 million in allowance for loss on
interest repayments and ¥517,208 million in additional provisions
for loss on interest repayments.

Due to the furure potential for losses on interest repayments, the
allowance for loss on interest repayments may need to be increased,
which could have an impact on the Group’s business performance.

Fund Procurement

(A)
Fund Procurement

The ACOM Group primarily secures the necessary funds for its oper-
ations and liabilities repayments through cash provided by operating
activities, as well as financing activities such as borrowings from finan-
cial instirutions, including banks and insurance companies, and direct
financing from capital markets, including via bond issues. At the end
of the year under review, 46.5% of the ACOM Group's outstanding
interest-bearing liabilities had been resourced mainly from 10 banks
and other financial institutions {excluding those from syndicate
loans}. While the ACOM Group has steadily diversified its funding
tesources in recent years, there is no assurance thar its existing main
banks and lenders will not change their current lending policy due to
a potential reorganization of the financial industry in Japan or other
factors. Furthermore, there is no assurance thae capital markets will
always be available as a reliable financing resource in the furure.

The ACOM Group has not experienced significant difficulties in
raising funds in recent years. However, if our credir rating was to be
downgraded by 2 credit rating agency, this may cause an increase in
interest costs and have a negative effect on our fund procurement
capabilities in both the public and private placement bond markets.
Such events would consequently have a influence on our business
performance.
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(B)
Interest Rate on Fund Procurentent

While interest rates on our fund procurement may flucruate due to
the market environment or other factors, cur maximum lending
interest rate is limited to 29.2%, according to rules stipulated by the
ACML, irrespective of fluctuations in interest rates on fund procure-
ment. In order 1o minimize interest-rate risks, the ACOM Group
takes various measures, including the use of interest rate caps and
swap contracts, and observes a policy of maintaining fixed-interest
borrowings as a ratio of total borrowings at 80% or higher, to miui-
gate the influence of factors such as interest fluctuations. However,
possible increases in interest rates may have a negative impact on our
business performance in the future.

4
Allowance for Bad Debts

Loans receivable and installment sales receivable constitute the major-
ity of total assets of the ACOM Group. For this reason, we book an
allewance for bad debts, based on the conditions of customers and
the estimates of pledged collateral value at the end of the fiscal year.
An increase of payment delays and uncollected loans receivable might
occur due to future changes in economic conditions, the marker
environment, and the social structure in Japan. There may also be
increases in the number of individuals (including loan customers of
the ACOM Group) pursuing remedies under legal guardianship pur-
suant to revisions in legislation, including the Bankruptcy Act, the

" Law Concerning Specific Conciliation, the Civil Rehabilitation Law,

and the Judicial Scrivener Law. Such events may require further
increases in the allowance for bad debts, which may have a negarive
effect on the business performance of the ACOM Group.

5
Problem of Multiple Debtors

To address the problem of debtors who take out excessive loans or
credit-card loans from multiple consumer credit companies, the
Liaison Group of Consumer Finance Companies announced five
urgent tasks: (A) Promote more effective consumer education activi-
ties, (B} Improve counseling funcrions for consumer loan customers,
(C} Implement mote rigorous credit administration, (D) Review con-
tent of advertisement, and (E) Disclose more information more effec-
tively, The Liaison Group has been taking a serious approach o solv-
ing the problems of bankruptcies among individuals and heavy
debrors, as seen by the Japan Consumer Counseling Fund, which was
set up by the Group’s leadership on June 13, 1997 with the aim of
improving its counseling functions. Moreover, the ACOM Group
has been striving to prevent an increase in heavy debtors and the
occurrence of unrecoverable loans by implementing regular reviews
of personal credir data obtained from personal credit information
agencies, in order to determine initial and subsequent credir limits
for each individual customer.

In cases where the number of multiple debtors increases due o
future changes in economic or market conditions tn Japan or other
factors, a resulting increase in the allowance for bad debts may have a
negative effect on the business performance of the ACOM Group.

6

Information Systems

For the purpose of creating new business, offering services to cus-
tomers, and implementing effective business management, the
ACOM Group is dependent on, and has increased its reliance on,




internal and excernal information and technical systems. Many new
customers have opened loan accounts through our MUJINKUN
automatic contract machines, and many prefer to access their loan
accounts through ATMs installed by ACOM and those of affiliated
companies, to take advantage of the convenience of such facilicies.

The ACOM Group is further increasing its reliance on curting-
edge software, systems, and networks for managing its retail outlet
network, customers, and account data. We are also diversifying our
IT systems in order to aveid the negative impact from potential
damage or service interruption of communicarion networks, hard-
ware and software arising from errors, natural disasters, power black-
outs, and similar events, as well as disruptions 1o support services
from third parties, including telecommunications carriers and
Internet providers.

However, such disruptions, breakdowns, delays, or other inter-
ruptions to information or rechnical systems may result in a decline
in the number of customers opening new accounts or payment
delays on unpaid balances. These and other factors may lower the
trust that consumers place in the ACOM Group and also disrupr its
provision of services, which may have a negative effect on its busi-
ness performance.

In addition, the ACOM Group has a backup center for general
ledger system, in order to avoid the possibility of business interrup-
tions, However, it is possible that the Group’s business may be sus-
pended in the event of a large scale natural disaster, such as earch-
quake or flood.

Management of Personal Information

Upon the full enactment of the Law Concerning the Protection of
Personal Informartion on April 1, 2005, the ACOM Group, includ-
ing the parent company and its main subsidiaries, are now regarded
as businesses handling personal information as defined by the law. In
the management of personal information, including customer infor-
martion, within the ACOM Group, we have formulated rigorous safe-
ty measures for physical security, including controls on entering and
leaving the Computer Center, and for information security, such as
controlling access to computer systems. Moreover, we have acquired
Information Security Management System (ISMS) certification for
the operation and maintenance of the Computer Center.

However, if personal information is leaked to other people for any
reason whatscever, the negative effects may not be limired to a wors-
ening of business performance arising from a decline in the reputa-
tion of the Group or compensation for damages. In the case of a vio-
lation of regulations concerning the handling of personal informa-
tion, the ACOM Group may be also subjected to administrative rec-
ommendations, orders, and penalties.

8
Business and Capital Alliance
with Mitsubishi UF] Financial Group, lnc.

In March 2004, ACOM entered into a business and capial alliance
agreement with Mitsubishi Tokyo Financial Group, Inc. {currently
Mitsubishi UF] Financial Group, Inc.). In the event of future
changes in the legal system governing banks, including a change in
the Banking Law, it is possible that restrictions may be applied to cer-
tain business areas currently available to ACOM, its subsidiaries, or
affiliate companies when a cerwin ratio or more of ACOM’s total
ourstanding shares is held by the bank.

Moreover, if a competitor concludes a similar business and capital
alliance agreement with a bank or financial institution, the ACOM

Group may face more intense competition depending on the nature
of such alliance,

9

Investments

To date, the ACOM Group has stepped up its entry into new mar-
kets and broadened the scale of its involvement in the consumer
credit market, including through the formarion of joinr ventures.
Since the prospect of obtaining profits from such investments is
uncertain, there is no assurance that the ACOM Group will be able
to set up or expand new joint businesses successfully.

The ACOM Group regularly reviews the profitability and growth
potential of each business. It is possible that such reviews may
prompt us withdraw from new joint businesses or reduce allocation
of human and other resources to such businesses in the future. In the
case where a joint business falls short of its profic target, there is a risk
that the ACOM Group may not be able to recoup its existing invest-
ments,

In addition, in the event thar the price of equity securities held by
the ACOM Group drops substantially, there is a possibility that losses
may be incurred, which could potentially affect the ACOM Group's
business results and perhaps reduce its owner’s equiry ratio.

10
Significant Litigation Cases

With respect 1o significanc litigation in which ACOM is the defen-
dant, at the end of the year under review there was a class-action law-
suit calling for ACOM to refund money paid to an affiliated mer-
chant {one company) for goods and services related to our install-
ment sales finance business.

Although the aggregate amount demanded in the case will not
have a significant impact on the business performance of the ACOM
Group, it might be possible char similar lawsuits could be instituted
in the future, which could have an impact on the repuration of the
ACOM Group.

it
Sale of ACOM Shares Held
by the Chairman, President & CEQ, and Famity Members

As of March 31, 2007, Kyosuke Kinoshita, Chairman of ACOM,
and Shigeyoshi Kinoshita, President 8 CEO of ACOM, in conjunc-
tion with other family members and associated companies, owned
approximately 40% of the total outstanding shares of the Company.
If these sharcholders selt part of their holdings in the future, there is
the possibiliry thar the share price of ACOM will be negatively affect-
ed due to increased supply of Company shares in the marker.

12
ACOM Shares Held by the Chaieman,
President & CEQ, and Family Members

Since the Kinoshira family and relatives own or control approximate-
ly 40% of the total outstanding shares of ACOM, they may assert a
dominant influence on important decision-making chac will impact
the business activities of the Company. These include significant
business transactions, such as transfer of the controlling stake in the
Company, restructuring of business operations, investment in other
businesses or assets, and the terms and conditions of future fund pro-
curement activities.




Consolidated Balance Sheets

ACOM CO., LTD. and Subsidiaries

Millons o Yn U Bl (ot 3
March 31 2007 2006 2007
Assets
Current assets:
Cashand cashequivalents . ... ... ... . i i ¥ 146,383 ¥ 97,399 $ 1,240,008
Markerable securities (Note 51 .. ..ottt i e e e 3,676 2,015 31,139
Loans receivable (Notes 4 and 6) ..ot itin i i e e 1,632,310 1,703,172 13,827,276
Notes and accounts receivable ... o n i e 102,227 131,888 865,963
Purchased receivables . ... ... L e e e 25,788 17.423 218,449
IVENEOMIES .o .ttt e e . 2,330 4,084 19,737
Deferred tax assets (Note B) ..o ittt i e 60,597 42,591 513,316
Orther CUFTENTASSEIS .« vt vttt e ettt e e nr e e 32,120 34,233 272,088
Allowance forbad debts . ... i (126,671) (129,084) {1,073,028)
Total CLIFERT ASSELS . . v\ vttt et e e e ettt et e et e e e 1,878,763 1,903,724 15,914,976
Praperty and equipment:
Land (NOte B4 . ittt e e 16,890 16,999 143,074
Buildings and structures (Note 14) . ... ... ..l 41,551 43,783 351,977
Equipment (Note 14) ... ... i 37,274 37.238 315,747
95,716 98,021 810,808
Accumulated depreciation ... (46,508) (46,018) (393,968)
Property and equipment, DEL .. ..\t i e e 49,208 52,002 416,840
Investments and other assets:
Investments in securities (INDTE 5) ... .. i ieei e e i s 71,590 117,752 606,437
Investmentsinaffiliates ... .o 10,340 10,035 87,590
Telephone rights and other intangible assets (Nove 14} .. ... ool o . 1,204 1,268 10,199
Rental deposits ... vvniivni i e 9,874 10,503 83,642
Prepaid pension expenses (Note 7) ... i i 2,310 1,667 19,567
Deferred tax assets (INote 8) . ..o it e 1,147 1,127 9,716
14871 7= 9,517 11,135 80,618
Allowance forbad debrs ... .. i e (2,126) {2,535) (18,009)
Total investments and otherassets . ... ... ... ittt 103,857 150,954 879,771
Total @SSELS . .o i vttt e e e ¥ 2,031,829 ¥ 2,106,681 $17,211,596

See accompanying notes to consolidated financial statements.
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Thousands of

Millions of Yen U.5. Dollars (Note 3}
March 31 2007 2000 2007
Liabilities and net assets
Current liabilities:
Short-term loans (INGUE B} o er et e e s ¥ 113,717 ¥ 101,729 $ 963,295
Current portion of long-term debt (Note 6} .............. .ot 227,410 284,633 1,926,387
Accounts payable ... .. ... 4,003 4777 33,909
Accrued income taxes (INote B) . ...t e e 502 26,375 4,252
Deferred income on installmencsales ... .. ... i e 7,519 11,485 63,693
Allowance for loss on debt guarantees Note 11} ..o oo in e, 1,961 1,647 16,611
Allowance for loss on Interest TePaymments .. ....vviv v eeiiinriinnrar et ienan _ 23,700 —_
Deferred tax liabilities (Note 8) ... . i vr o i — 7 —
Orther current Habilities . ..ottt i i e e e e 19,924 14,313 168,775
Total currenc liabilities .. ... ...t e 375,037 468,670 3,176,933
Long-term liabilities:
Long-term debt (Note 6) ... ..ottt i 690,267 678,222 5,847,242
Allowarice for employees’ retirement benefies (Note 7) ..ot 116 318 982
Allowance for directors’ and corporate auditors’ retirement benefits ... .. ..., 831 851 7,039
Deferred rax liabilites (Note 8) ..ot i e 14,730 22,062 124,777
Allowance for loss On iNterest [EPAYIIIENTS .\ vt ve oo oo naanniannerreecnss 490,000 — 4,150,783
Other long-term liabilities ...... ... i 3,681 3,961 31,181
Total long-term liabilities ......... . ... ... . .. .. oo 1,199,626 705,415 10,162,016
Total labilities ... .. .. i e e e 1,574,664 1,174,085 13,338,958
Commitments and contingent liabilities (Notwe 11)
Net assets:
Shareholders’ equity:
Paid-in capital of common stock:
Authorized: 532,197,400 shares ar March 31, 2007 and 2006
Issued: 159,628,280 shares at March 31,2007 and 2006 ................... 63,832 (3,832 540,720
Capital surplus .. ... 76,010 76,020 643,879
Earned surplus (Note @) ... oo 316,007 776,021 2,676,891
Treasury stock, at cost
2,433,969 shares at March 31, 2007 and 2,438,225 shares at March 31, 2006 ... {18,508} (18,538) (156,781)
Total shareholders’ equity ... ... oo e 437,342 897,334 3,704,718
Valuation and rranslatien adjustments:
Net unrealized gains on other securities ... .. ..o 13,338 31,886 112,986
Deferred losses on hedges ... (0 — 0}
Foreign currency translation adjustments ..o (607) (1,498) (5,141)
Total valuarion and translation adjustments ... 12,730 30,387 107,835
Minority interests in consolidated subsidiaries . ...... ... .. ... i 7,091 4,873 60,067
Total et ASSEES .« v oot r s et et e e e e e 457,165 932,595 3,872,638
Total Liabilities and ReT asSETS . ... oottt t i e e ¥ 2,031,829 ¥ 2,106,681 $17,211,596




Consolidated Statements of Operations
ACOM CO., LTD. and Subsidiaries

Millions of Yen U Dot 3
Years ended March 31 2007 2006 2005 2007
Operating income:
Interest on loans receivable ... ... ... ... ... .. e ¥ 367,923 ¥ 389,387 ¥ 380,272 $ 3,116,670
Fees from credit card business . ... .....ovviiineaenninn, 3,845 6,211 6,197 49,512
Fees from installment sales financing ....................... 8,515 13,733 15,895 72,130
Fees from credit guarantees ... 6,028 5,203 6,871 51,063
Coliection of purchased receivables ..................... ... 13,328 13,322 7,757 112,901
Other financial income ... o s 174 49 20 1,473
Sales L e e e e 10,513 7,681 8,256 89,055
Other operating income ... ... oo e 11,322 9,841 8,693 95,908
Total operating income . ..., ... . . i e 423,652 445,431 433,965 3,588,750
Operating expenses:
Financial expenses ........... ... ... .. .. 20,705 20,711 22,534 175,391
Cost of purchased receivables ................ ... ... .. ..., 8,114 8,064 5,254 68,733
Costofsales ...t e 7,497 5,126 5,220 63,506
General and administrative expenses ... ......... ... ... 134,694 160,311 148,141 1,140,991
Bad debtexpenses ... i 5,039 —_ — 42,685
Provision forbad debts ... ... ... ... . L . 130,596 115,477 106,895 1,106,277
Provision for loss on debt guarantees ......... ... .. .. 1,960 1,647 1,558 16,603
Provision for loss on interest repayments ........ovuveninn. 200,147 23,700 —_ 1,695,442
Total operating expenses . .......... ... ... . oo 508,755 335,039 289,604 4,309,656
Operating profit (loss) ...t (85,102) 110,392 144,361 {720,897)
Other income (expenses):
Other interest and dividend income . .............. . ... .. 1,308 814 462 11,080
Other interest expense ... . .....v it iiiiienniie e, 0 {5) (15) (0)
Net gain (loss) in affiliates by the equity methed .. ............ 821 734 {1,801} 6,954
Net loss on sale or disposal of property and equipment ......... (437) (1,045) {1,102) (3,701)
Net gain (loss} on sale of investments in affiliaces ............. () 177 — (42)
Net gain (loss) on sale of investments in securities ............. 196 0 )] 1,660
Loss on revaluation of investments in securities (Note 5) .. ...... (14,794) — (353) (125,319}
Loss on liquidadion of investments in trusted real property ... .. — — (78) —
Impairment loss (Note 14} . ....... ...l R (8) (4) {1,383} {67}
Special provision for loss on interest repayments .. ............ (317,061) — — (2,685,819)
Loss on business restructuring ..o (17,982} — — (152,325)
[0 7Y o 1 V- PO 502 994 302 4,252
Total other income {expenses), net . ........ ... cvviverran.. (347,460) 1,666 {3,972) (2,943,329)
Income (loss) before incometaxes ........................... (432,563) 112,059 140,388 (3,664,235)
Income taxes (Note 8):
LT o L AU 17,388 47,389 49,777 147,293
Deferred ..o e {12,635} (968) 8.367 (107,030}
Toral INCOME TAXES .« v v v v vt iee e e e et e e 4,753 46,420 58,144 40,262
Minority interests in earnings of consolidated subsidiaries ........ 655 43 710 5,548
Netincome (loss} . ... oo e ¥ {437,972) ¥ (65595 ¥ 81,533 $(3,710,055)
Yen LS, Dollars (Note 3}
Amounts per share:
Net income (loss):
BasiC v e e ¥(2,786.19) ¥ 416.69 ¥ 516.23 $ 23.60
Diluted ... . e e — 416.50 515.96 —
Cashdividends . ... ... i e 100.00 140.00 100.00 0.84

See accompanying notes to consolidated financial statements.

70



Consolidated Statements of Changes in Net Assets

ACOM COQ., LTD. and Subsidiaries

Thousands Millions of Yen
Number of Paid-in . Toral
BECH IR P I A e T

Balance at March 31,2004 . .......... 145,628 ¥ 17,282 Y 25,772 ¥ 661,536 Y (11,099) ¥ (93,492
Nerincome .................... — — — 81,533 — 81,533
Cashdividends . ................. — — — {12,865) — (12,865)
Bonuses to direceors .. ............ —_ — — (35) — (35)
Issuantce of new shares

of commonstock ............. 14,000 46,550 46,550 — — 93,100
Acquisition of treasury stock .. ... .. — — — — (6,999) (6,999)
Sale of treasury stock ............. — — 4,135 — 7,297 11,433
Other changes during the year . ... .. — —— — — — —

Balance at March 31,2005 ........ ... 159,628 03,832 76,458 730,168 {10,801) 859,658
Netincome .........covvneenn.. — — — 65,595 — 65,595
Cashdividends .................. — — — (19,706) — (19,706)
Bonuses to directors ... ........... — — — (36) — (36)
Acquisition of treasury stock ... .. .. — — — — {9,196) (9,196)
Exercise of stock option ........... — — (438) —_ 1,459 1,020
Other changes during the year ... ... — — o — — —

Balance at March 31,2006 ........... 159,628 63,832 76,020 776,021 (18,538) 897,334
Netloss . ... ... . iiiii.. . — — — (437,972) — (437,972)
Cashdividends .................. — — — (22,006) —_ (22,006}
Bonuses to directors .. ... — —_ — (34) — (34)
Acquisition of treasury stock . ... ... — — — — (0) {0)
Exercise of stock option ........... _ — )] — 30 21
Other changes during the year ... ... — — — — — —

Balance at March 31,2007 ., ......... 159,628 ¥ 63,832 ¥ 76,010 ¥ 316,007 ¥ (18,508) ¥ 437,342

Thousands of U.5. Dollars (Note 3)

Balance at March 31,2006 ........................ $ 540,720 $ 643,964 $ 06,573,663 $(157,035) $§ 7,601,304
Nerloss . o oii i i e i — — (3,710,055) — (3,710,055)
Cashdividends ......... ... i, —_— — (186,412} — (186,412)
Bonuses todirectors . ... ... . it — — (288) — (288)
Acquisition of ereasury stock .. ... ool — — — (1)) (0)
Exercise of stock option ... ... .. o ool — (76} — 254 177
Other changes during theyear ... ......... ... .. — — —_ — —

Balance at March 31,2007 ........................ $ 540,720 $ 643,879 $ 2,676,891 % (156,781) $ 3,704,718

See accompanying notes to consolidated financial statements.

71



Consolidated Statements of Changes in Net Assets

{continued)
ACOM CQO., LTD. and Subsidiaries

Millions of Yen
Nl pietioss g Toldhwn Mistyess et
securitics adjustments adjustments subsidiaries

Balance at March 31,2004 ........ ¥ 5,823 ¥— ¥ (2,150) ¥ 3,673 ¥ 935 ¥ 698,101
Netincome .................. — — — —_ — 81,533
Cashdividends ............... —_— — — — — {12,865)
Bonuses to directors . . ... ....... — — —_ — — (36)
[ssuance of new shares

of common stock ........... — — — — — 93,100
Acquisition of treasury stock — — — — — (6,999)
Sale of treasury stock .. ... ... .. — — — — — 11,433
Other changes during the year 568 — {140) 428 3,764 4,192

Balance at March 31,2005 ........ 6,392 — (2,290 4,101 4,699 868,459
Nerincome .................. — — —_ — — 65,595
Cashdividends ............... — _ — — — (19,706}
Bonuses to directors . .. ......... — — — — — (36)
Acquisition of treasury stock — — — — — (9,196)
Exercise of stock oprion .. ....... — — — — — 1,020
Other changes during the year 25,493 — 791 26,285 174 26,459

Balance at March 31,2006 ........ 31,886 — (1,498) 30,387 4,873 932,595
Netloss ..ooovivneeennennn.. — —_— —_— — — (437.972)
Cash dividends ............... — — — -— — (22,006)
Bonuses to directors . . .......... —_— — — —_ — (34)
Acquisition of treasury stock — — — — — {0}
Exercise of stock option .. ....... — — - — — 21
Other changes during the year (18,547} (0) 891 (17,656) 2,218 {15,437}

Balance at March 31,2007 ........ ¥ 13,338 ¥ (0) ¥ (607) ¥ 12,730 ¥ 7,091 ¥ 457,165

Thousands of U.5. Dollars (Notc 3)

Balance at March 31, 2006 ........ § 270,105 5 — 5 (12,689 § 257,407 $ 41,279 $ 7,900,000
Netloss ...ooovviiiiniiiiinns — — —_ — — (3,710,055)
Cashdividends ............... — — —_ — — (186,412)
Bonusestodirectors ... ... ..... — — —_ —_ — (288)
Acquisition of creasury stock — — —_ — — ()]
Exercise of stock option ... ...... — — — — — 177
QOther changes during the year (157,111} (0) 7.547 (149,563} 18,788 (130,766)

Balance at March 31,2007 ........ $ 112,986 $ (0) $ (5,141) $ 107,835 $ 60,067 $ 3,872,638
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Consolidated Statements of Cash Flows

ACOM CQ., LTD. and Subsidiaries

Millicns of Yen U.S..IBZI'I;:‘(!IS*I‘;L 3
Years ended March 31 2007 2006 2003 2007
Operating activities:
Income {loss) before tncome taxes ... ..., ... e e ¥ {432,563) ¥ 112,059 ¥ 140,388 $ (3,664,235)
Adjustments:
Depreciation and amortization . ... ... . 4,278 4,981 5,408 36,238
Impairment loss .. ... oo s 8 4 1,383 67
[ncrease {decrease) in allowance forbad debrs .. ... ... ................ (3,802) £.084 (4,785) (32.206)
Increase (decrease) in allowance for loss on debr BUATANIEES . .. ..ot ittyrsr e 314 89 (307) 2,659
[nerease in allowance for loss on interest repayments .. .......... ... ... .o 466,300 23,700 — 3.950,021
Increase (decrease) in allowance for employess” retirement benefits ... ......... (234) 51 k)] (1,982)
Increase (decrease) in allowance for directors’ and
corporate auditors” retirement benefits ...l 2m 3 (141) (169)
Orher interest and dividend income .. ... i e e {1,308) (814) (462) (11,080)
Orther NEISSE EXPENSES ... oottt e e 0 5 15 0
Nex (gain) loss in affiliates by the equity method ... ..ot (821) (734) 1,801 (6,954)
Net loss on sale or disposal of property and equipment .. ............ ... 437 1,045 1,102 3,701
Band issuance expenses .. .. .uu e 331 383 142 2,803
Stock JsSUance eXpenses . ... e — 0 477 —
Amortization of goodwill . ..., . — {35) 981 —
Net (gain) loss on sale of investments in securities ... (196) (0} 2 {1,660)
(Gain) loss on sale of investments inaffiliates ........ ... ..., ... .. ..., bl (177) —_ 42
Loss on revaluation of investments in secutities ... .. ... .. ... . 0., 14,794 —_ 353 125,319
Loss on liquidation of investments in trusted real property . ................ — — 78 —
Changes in operaring assets and liabilivies: ............ ... ... ..
Increase in operational investment securities .. ........ .. . 0. (708) (1,294) —_ (5,997}
{Increase) decrease in loans receivable ... ... o L. .. 76,428 (21.697) 2,064 647,420
Decrease in notes and accountsrecetvable . ... . e 33,467 47,230 51,343 283,498
Increase in purchased receivables . ... (8,364) {4,700) (6,641) {70,851)
Increase {decrease) in inventories . .......vveeirieenr i inaannns 1,779 (103) 311 15,069
Decrease {increase) in other CUrMEnEassers .. vvve v eerr e inseeinennnns {1,050) 1,025 33 (8.894)
{Increase) decrease in prepaid pension expenses ... ...l (643) {av) 346 (5,446)
{Decrease) increase inaccounts payable . ... oo (807) (1,343) 864 (6,836)
Dieccreasc in deferred income on installmentsales ..................... (4,810) {6,741) (7.826) {40,745)
(Deecrease) increase in other current liabilities ... .. ..ovvvvvv s, 5,105 (3,724) 2,362 43,244
Bonuses paid 10 directors . .. v v e (34) (36) (35} (288)
Other, net .o e (467) (1,097 (194} (3.955)
Subtatal ... e 147.416 149,074 189,042 1,248,759
Non-operating interest and dividends received ... ... oL 1,393 852 506 11,800
Non-operating interest paid .. ... ..ot i e (0} (5} {14) [l)]
Incometaxes paid .. ... ... . (48,864) (49,695) (48,520) (413,926)
Net cash provided by operating activities .. .............. . i 99,944 100,226 141,014 846,624
Investing activities
Net decrease in time deposits and marketable securities .. ................ . ..., 595 691 591 5,040
Proceeds from sale of property and equipment .. ... oL 166 798 20 1,406
Purchases of property and equipment ........ ... oo (2,211} (4,227) (6,819} (18,729)
Proceeds from maturity or sale of investments in securities .. ... .o..ia... 1,181 1,276 934 10,004
Proceeds from seedement or sale of investments in subsidiaries and affiliates ... . ... 36 519 76 304
Purchases of investments in Socuritics .......ouet it ii i {257} (46,078) (555} (2,177}
Net proceeds from (payments for) acquisitien of consolidated subsidiaries (Note 16) . . . — 13 (576} —
Addition to tnvestments inand advances woaffiliates ... ... L — — (8.761) —
Decrease (increase) in other investments ... ..vveeovrner e iieeerneenins 796 2,031 (2,260) 6,742
Net cash provided by (used in) investing activities ....................... ... 308 (4£,973) (17,350) 2,609
Financing activitics
Proceeds from long-termdebt .. ... oo 234,630 231,577 103,337 1,987,547
Payments of principal of lang-rerm debr (285,310) {352,891) (334,099) (2,416,857)
Increase in shom-term Oans . v v i e e e 9,535 44,935 10,201 80,770
Proceeds from issuance of new shares of common stock of the Company . ........ — — 92,625 —
Net (acquisition) sale of treasury stock of the Company .. .. ........coiieniis 20 (8,186) 4,416 169
Cash dividends paid by the Company ........... ... .o oL {22,012) (19.694) (12,864) {186,463}
Cash dividends paid by a subsidiary to minority sharcholders ................ .. — — (27) —
Other Der oo e e e 9,671 (130) (97) 81,922
Net cash used in financing activities ... (53,464) {104.389) (136,508) {452,892)
Effect of exchange rate changes on cash and cash equivalents .. ........ ... . ... 744 616 (109) 6,302
Increase {decrease) in cash and cash equivalents ... ... . Lo 47,533 (48,520) (12,953) 402,651
Cash and cash equivalents at beginning of theyear ..., 97,399 145,920 158,873 825,065
Increase in cash and cash equivalents due to inclusion of
newly consolidated subsidiarics at beginning of theyear ... ... .. ... ... 1,450 — — 12,282
Cash and cash equivalents acend of theyear .. ... i ¥ 146,383 ¥ 97,399 ¥ 145,920 $ 1,240,008

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
ACOM CO., LTD. and Subsidiaries

1. Basis of Presenting the Consolidated Financial Statements

The accompanying consolidated financial statements of ACOM
CO., LTD. (the “Company”) and its consolidated subsidiaries
(together, the “Companies™) are prepared on the basis of account-
ing principles generally accepted in Japan (“Japanese GAAP™),
which are different in certain respects as to application and disclo-
sure requirements of [nternational Financial Reporting Standards,
and are compiled from the consolidated financial statements pre-
pared by the Company as required by the Securities and
Exchange Law of Japan.

The accounting records of the Company and its demestic sub-
stdiaries are maintained in accordance with the provisions ser
forth in the Corporate Law of Japan (Law No, 86, 2005) and in
conformity with Japanese GAAD.

The part of corporate matters of the Commercial Code of Japan
was superseded by the Corporate Law of Japan, which was prom-
ulgated on July 26, 2005 and enforced on May 1, 2006. The
revisions in the provisions regarding corporate accounting of the
Law and its related Regulations Concerning Corporare
Accounting were made concurrently with the recent changes in
Japanese GAAP, mainly developed by the Accounting Standards
Board of Japan (the “ASB]").

The ASBJ issued Statement No. 5, “Accounting Standard for
Presentation of Net Assets in the Balance Sheet {(“Statement 57)",
on December 9, 2005, and Statement No. 6, “Accounting
Standard for Statement of Changes in Net Assets (“Sratement
6”)", on December 27, 2005, which became effective and applica-
ble to the fiscal period ending on or after May 1, 2006,

Statement No. 5 provides that the balance sheet should be divid-
ed into sections on assets, liabilities and net assets, and the section
on net assets should contain shareholders’ equity, valuation and
translation adjustments, subscription rights to shares, and in the
case of the consolidated balance sheer, minority interests in con-
solidated subsidiaries. Shareholders’ equity consists of paid-in
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capital, capital surplus, earned surplus and treasury stock.
Valuation and translation adjustments include net unrealized
gains or losses on other securities, deferred gains or losses on
hedges, and in the case of the consolidated balance sheet, foreign

currency translation adjustments.

Statement No. 6 requires preparing the statement of changes in
net assets disclosing causes of changes in each of the presentation
items for the net assets of the balance sheet as stipulared by

Statement No. 5.

The Company adopted those new standards effective for the fiscal
year beginning April 1, 2006, and reclassified and modified the
consolidated balance sheet as of March 31, 2006 and the consoli-
dated statement of shareholders’ equity for the years then ended

to conform to the new presentation.

The accounts of overseas subsidiaries of the Company are based
on the financial statements prepared in conformity with general-
ly accepted accounting principles (“GAAP”) prevailing in the
counrries where the subsidiaries have been incorporated. The
accompanying financial statements have not been materially
affected by che differences between GAAP prevailing in these
countries and Japanese GAAP. Therefore, no adjustments have
been reflected in the accompanying consolidated financial state-
ments to present the accounts of the subsidiaries in compliance

with Japanese GAAP.

Certain items presented in the original consolidated financial
staternents filed with the Prime Minister of Japan have been

reclassified for the convenience of readers outside Japan.

As permitted under the Securities and Exchange Law of Japan,
amounts of less than one million yen have been omitted. As a
result, the totals shown in the accompanying consolidated finan-
cial statements (both in yen and in U.S. dollars} do not necessari-

ly agree with the sums of the individual amounss.




2. Summary of Significant Accounting Policies

(a) Principles of consolidation

In accordance with Japanese consolidation accounting standards,
the Company considers any entity in which the Company, directly
or indirectly, is able to control operations to be a subsidiary, even if
it is less-than-majority owned.

On September 8, 2006, the ASBJ issued Practical Issues Task Force
{“PITF") No.20, “Practical Solution on Application of Control
Criteria and Influence Ciriteria to [nvestment Associations,” which

provides that investment associations where the majority of execu-

tive power is held by an entity should be treated as being controlled
by that entity, regardless of the percentage of equity ownership. In
accordance with the PITF, the Company newly included three
investment partnerships held by a subsidiary in the scope of consol-
idation effective for the fiscal year beginning April 1, 2006.

The Company had 20 subsidiaries for the year ended March 31,
2007. The accompanying consolidated financial statements
include the accounts of the Company and all of its subsidiaries,

which are listed below:

Percentage of

Name Jiﬁlc]t:f[.l)i;rl;lilo‘:lf equity ownership Fiscal year end
JLAINCORPORATED ... ..., Japan 100% March 31
ACOMESTATECO., LTD. ... ... it Japan 100% March 31
ABSCOLLTD. ... i i e Japan 100% March 31
RELATES CO, LTD. oo e Japan 100% March 31
ACOMRENTALCO,LLTD. ... ..o Japan 100% March 31
JCKCREDITCO,LLTD. ... e Japan 100% March 31
ABPARTNERCO,LTD. ... ... i e Japan 959%(*} March 31
IR Loan Servicing, Inc. ..., Japan 80% March 31
DCCashOneled. ... Japan 54.73% March 31
ACVentres Co, Led. oo Japan 1060% March 31
MTBC First Investment Partnership (**) .............. ... .. ... Japan 10% December 31
MTBC Second Investment Partnership ") ............ .o 0 Japan 10% December 31
MTBC Third Investment Partnership (™) ...t Japan 10% December 31
AC Ventures Fourth Investment Partnership . .....ooooo 00 Japan 100% December 31
AC Ventures Fifth Investment Partnership ... .. ... . ..., Japan 100% February 28
Yugensekinin-Chukanhojin Mirai Capical (***) .................. Japan 100% December 31
Power Investments LLC ("""} ... oo Japan 100% December 31
ACOM(USAYINGC. (™) ..o U.S.A. 100% December 31
EASY BUY Public Company Limited ............. ... .. ... Thaitand 49%(*"**") December 31
ACOM FUNDING COLLTD. (™) o Cayman Island 100% December 31

* On August 16, 2006, the Company sold 5% of its holding shares of A B PARTNER CO., LTD. to a third party.
** Newly treated as a subsidiary as the executive power is wholly held by AC Venrures Co., Led.

** Established in August 2006.

**** Currendy suspended its operations, and further business activities are under consideration.

***** Substantially controlled by the Company.
***= Liguidized on March 20, 2007.

AJAST Lid., a subsidiary of the Company, was merged into JCK
CREDIT CO., LTD. as of February 1, 2007.

ACOM PACIFIC INC,, a subsidiary of the Company, was liqui-
dared as of March 29, 2006.

In accordance with Japanese consalidation accounting standards,
the Company considets any entity over which the Company does
not have control but an ability to exercise significant influence to
be an affiliate. Investments in affiliates are accounted for by the
equity method of accounting. The Company had one affiliate as
of March 31, 2007, which is listed below:

Hame Ji:::l;f;;‘g:t?o?lf cqffl:;‘(;":,“,;“:,;’fﬂp Fiscal year end
DCCardCo, Led. () . oo e e e iiaa s Japan 20.33% March 31

* DC Card Co., Led., an affiliate accounted for by the equily method ofacmuming for the year ended March 31, 2007, 2006 and 2005, was mcrgcd into UFJ NICOS Ce., Led.
as of April 1, 2007. As a result, DC Card Co., Ltd. is not accounted for by the equity method from April 1. 2007.
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The difference between the cost of investments in a subsidiary or
an affiliate and the equiry in its net assets at the date of acquisi-

tion was immaterial,

For the putpose of preparing the accompanying consolidared
financial statements, all significant intercompany transactions,
account balances, and unrealized profits among the Companies
have been climinated. The amounts of MTBC First Investment
Partnership, MTBC Second Investment Partnership, MTBC
Third Investment Partnership, AC Ventures Fourth Investment
Parwnership, Yugensekinin-Chukanhojin Mirai Capiral, Power
Investments LLC and che overseas subsidiaries have been included
on the basis of their fiscal periods ended December 31, and those
of AC Ventures Fifth Investment Partnership have been included
for on the basis of its fiscal period ended February 28.

The effect of the inclusion of the amounts of MTBC First
Investment Partnership, MTBC Second Investment Partnership and
MTBC Third Investment Partnership as described above, was o
increase total current assets by ¥1,888 million ($15,993 thousand),
decrease total investments and other assets by ¥192 million ($1,626
thousand), decrease total current liabilities by ¥28 million ($237
thousand) and increase minority interests in consolidated subsidiaries
by ¥1,724 million ($14,603 thousand) in the accompanying consoli-
darted balance sheet as of March 31, 2007, to increase total operating
income by ¥1,014 million {$8,589 thousand), increase rotal operat-
ing expenses by ¥408 million ($3,456 thousand), decrease operating
loss and lass before income raxes by ¥605 million ($5,124 thousand)
and increase minotity interests in earnings of consolidated sub-
sidiaries by ¥605 million (85,124 thousand) in the accompanying
consolidated statement of opetations for the year ended March 31,
2007, and to decrease net cash provided by operating acrivities by
¥930 million ($7,878 thousand), increase cash and cash equivalents
at Aprit 1, 2006 by ¥1,450 million (812,282 thousand} and increase
cash and cash equivalents at March 31, 2007 by ¥519 million
($4,396 thousand) in the accompanying consolidated statement of
cash flows for the year ended March 31, 2007.

(b) Cash equivalenis

The Companies consider all highly liquid investments, including
bond investment funds and marketable securities purchased
under resale agreemencs, with a maturity of three months or less

when purchased, to be cash equivalents.
{c} Foreign currency translation

The accounts of the overseas subsidiaries are translated into yen at
the year-end exchange rates, except for shareholders’ equity,
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which is translated at historical rates. Differences arising from the
translations are stated as “Foreign currency translation adjusc-

ments” in the accompanying consolidated balance sheets.

(d) Foreign currency transactions

All monetary assets and liabilities, regardless of short-term or
long-term, denominated in foreign currencies are translated inro
yen at the exchange rates prevailing as of the fiscal year end, and
the resulting gains or losses are included in income to the extent

that they are not hedged by foreign exchange derivatives.

(e) Marketable securities and investments in securities

Marketable securities and investments in securities are classified
by their holding objectives into trading, held-to-marurity or other
securities. Trading securities are valued at market value, and the
resulting gains or losses are included in income. Held-to-maturi-
ty securities are stated ar amortized cost. Other securities are val-
ued ar market value, and the resulting gains or losses are stated,
net of applicable tax, in the net assets section of the accompany-
ing consolidated balance sheets, except that any impairment loss
is recorded and charged to income. Other securities for which

market value is not available are staced ar moving-average cost.

Investments in investment partnerships and other similar partner-
ships are valued at the net amount of the percentage of inrerests
held based on the latest financial statements on the reporting

dates stipulated by the respective partnership contracts.

{f) Purchased receivables and inventories
Purchased receivables held by a subsidiary servicing company and
inventories, primarily consisting of paintings held by the

Company, are stated at individually specified cost.

(g) Allowance for bad debts

To cover possible losses on collection of loans and other receiv-
ables, the Companies provided for an allowance (i) with respect to
ordinary debts, based on the historical rate of write-off, and (ii)
with respect to other specific debts whose recovery is doubtful,
based on estimated write-off amounts, after considering the likeli-

hood of recovery on an individual basis.

Loan balances are written off in cases where (i} the Company has
confirmed the death or bankruptey of the debror or has voluntari-
ly waived repayment of the loan, and (ii} the amounts due have
not been collected for a cerrain period {(even after follow-up
requests for payment) because of the inability on the part of the
debtor or the guarantor to pay.




(h) Property and equipment

Property and equipment are stated at cost. Depreciation of prop-
erty and equipment is computed ptincipally by the declining-bal-
ance method, except for property and equipment of the overseas
subsidiaries which is depreciated by the straight-line method over

the estimated useful lives of the respective assets.

(i) Impairment of fixed assets

In August 2002, the Business Accounting Council issued a
Statement of Opinion, "Accounting for Impairment of Fixed
Assets,” and in Ocrober 2003, the ASB] issued Guidance No.G,
“Guidance for Accounting Standard for Impairment of Fixed
Assets.” The Company and its domestic subsidiaries adopted the
new accounting standard for impairmenc of fixed assets as of April
1, 2004.

(j) Stock and bond issuance expenses

Stock and bond issuance expenses are charged to income when
incurred. Stock issuance expenses are recorded in “Other, net” in
the other income (expenses) section of the accompanying consoli-
dated statements of operations, and bond issuance expenses, relat-
ed to the bonds issued by Financial service companies only, are
included in “Financial expenses” in the operating expenses section
of the accompanying consolidated statements of operations.

(k) Organization costs
Organization costs are charged to incoame when incurred.

(1} Allowance for loss on debt guarantees

The Company and certain of its subsidiaries had entered intwo
affiliations with Japanese banks to provide credit guarantees for
personal loans and credit card receivables held by those banks.
To cover possible losses on debt guarantees, the Companies pro-
vided for an allowance based on the historical rates of fulfillment
of guarantee obligation and subsequent write-off of the guaran-

teed receivables.

{m) Allowance for loss on interest repayments

Under the Law concerning Regulation etc. of Money Lending
Business of Japan, moneylenders in Japan are permitted to receive
interest at the contract interest rates as valid, if certain conditions
are met, beyond the maximum interest rates stipulated in the
Incerest Rate Restriction Law of Japan (“constructive repayment”
rules). However, the Supreme Court decisions on January 13,
2006 and January 19, 2006 concerning the application of the
“constructive repayment” rules substantially increased the risk of

repayments of the excessive interest as invalid.

To cope with this situation, the Japanese Institute of Certified
Public Accountants (the “JICPA”) issued Industry Audit Practice
Commirttee Report No.37, “Audit Procedures of Consumer
Finance Companies’ Provisions for Possible Losses on Interest
Repayment Claims” on Ocrober 13, 2006. The Reporr provides
that the allowance for interest repayments should be recorded as a
liability at an amount, in a lump sum, reasonably estimated by
considering the past actual results of interest repayments, and
enough to cover possible losses on repayment of the excessive
interest as well as abandonment of the principal of loans recciv-
able in the future. The amount of allowance should be estimated,
for each of classification of loans receivable, by considering three
facrors: the number of customer accounts, the actual repayment
rate over the reasonably estimated period and the average amount
of repayment per account. The Report also requires the applica-
tion of the one year rule for the current/non-current presentation

of the allowance on the balance sheet.

Based on the above described treatment specified by the JICPA, the
Company changed the estimartes used in the determinadion of the
amount of allowance for loss on interest repayments effective for
the fiscal year beginning April 1, 2006, and consequently recorded
the allowance in the aggregate of ¥490,000 million (84,150,783
thousand} in the long-term liabilities section of the accompanying
consolidated balance sheer as of March 31, 2007, and, in addition
to an ordinary provision for loss on interest repayments deemed as
incurred in the year ended March 31, 2007, a one-time loss of
¥317,061 million ($2,685,819 thousand), net of a rransfer of
¥33,238 million ($281,558 thousand) from the allowance for bad
debts account, deemed as incurred in prior years, and reported it as
“Special provision for loss on interest repayments” in the other
income {expenses) section of the accompanying consolidated state-
ment of operations for the year ended March 31, 2007. As a result,
operating loss and loss before income taxes for the year ended
March 31, 2007 increased by ¥50,425 million {$427,149 thou-
sand) and ¥367,486 million (33,112,969 thousand), respectively.

(n) Employees’ retirement benefits

Allowance for employees’ retirement benefits of the Company
and its domestic subsidiaries is recognized at the net wotal of the
present value of the defined benefit abligation ar the balance shee
date, plus any actuarial gains (less any actuarial losses) not yet rec-
ognized, minus any past service cost not yet recognized, minus
the fair value ar the balance sheer dare of plan assets (if any) out of
which the obligations are to be seutled directly. If the amount
determined above is negative (an asser), such asset is recorded as

prepaid pension expenses.
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Net retitement benefit expense or income is recognized at the net
total of current service cost and interest cosr, minus the expected
return on any plan assets, minus any actuarial gains (less any actu-
arial losses} and past service cost recognized during the year, plus
any retirement benefits paid as a lump sum and payments 1o a
defined contribution pension plan.

To determine the present value of a defined benefit obligadion
and the related current service cost and, where applicable, past

service cost, the project unit credit method is used.

Actuarial gains or losses and past service cost are recognized for
each defined benefit plan over a period nort exceeding the expect-
ed average remaining working lives of the employees participating
in that plan. The Company and its domestic subsidiaries have
recognized actuarial gains or losses evenly over the five years fol-
lowing the respective fiscal years when such gains or losses are
identified. In addition, the Company and its domestic sub-
sidiaries have recognized past service cost evenly over five years

from the time of its origination.

The allowance for employees’ retirement benefits of an overseas
subsidiary is provided at the amount determined in accordance

with basic salary and the number of years of employment.

(o) Allowance for directors’ and corporate auditors’ retire-
ment benefits
The allowance for directors' and corporate auditors’ retirement
benefits of the Company and certain of its domestic subsidiaries is
provided at the amount which would have been required w0 be
paid if all directors and corporate auditors had voluntarily ermi-
nated their services as of the balance sheet dare. This amount has
been determined in accordance with the internal rules of the

respective companies.

(p) Leases

Non-cancellable lease transactions of the Company and its
domestic subsidiaries are accounted for as operating leases regard-
less of whether such leases are classified as operating or finance
leases, excepr that lease agreements which stipulace the cransfer of
ownership of the leased assets 1o the lessee are accounted for as

finance leases.

(q) Recognition of interest income and expense
Interest income and expense are recognized on an accrual basis.
However, the Company computes accrued interest income on

loans receivable at the interest rate stipulated in the [nterest
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Rare Restriction Law of Japan or the contract interest rate,

whichever is lower.

(r) Recognition of fees from instaliment sales financing

Fees from customers and participating stores have principally
been prorated by the respective number of installments, and the
prorated amounts have been recognized as income when they
became due (the “sum-of-the-months digits method”).

(s) Recognition of fees from credit guarantees
Fees from credit guarantees have been recognized on an accrual

basis using the credit-balance method.

(t} Income taxes

The provision for income taxes is computed based on the prerax
income (loss) included in the consolidared statements of opera-
tions. In accordance with Japanese tax-effect accounting stan-
dards, the asset and liability approach is used to recognize
deferred tax assets and liabilities for the expected future tax con-
sequences of temporary differences between the reported
amounts and the rax bases of assets and liabiliies. Deferred raxes
are measured by applying currently enacted tax laws 1o the rem-

porary differences.

(u) Derivative and hedging transactions

The Company and certain of its subsidiaries have used interest
rate swap agreements and interest rate options (interest rate caps
in long positions only) and currency swap agreements solely in
order to hedge against risks of fluctuations in inrerest rates and
foreign currency exchange rates relating to its short-term and
long-term loans in compliance with the internal rules of the

respective companies.

Derivative transactions are valued at marker value, exceprt for
hedging transactions whose gains or losses are deferred and
recorded in the balance sheer undl the hedged transactions are
settled. These transactions are designated as cash flow hedges.
The interest swaps qualifying for hedge accounting and meeting
specific matching crireria are not valued ar marker value but the
differential paid or received under the swap agreements are recog-
nized and included in income. Long-term debt denominated in
foreign currencies for which currency swaps are used to hedge
against risks of fluctuations in foreign currency exchange rates are
translated at the contracted rate if the currency swaps qualify for
hedge accounting. Similarly, if interest rarte caps are specifically
tied to the hedged loan transactions, fees paid for those caps are

stated at amortized cost regardless of their market value.




(v) Net income (loss) per share

Basic net income (loss) per share is computed by dividing net
income (loss), the portion attriburable to shareholders of common
stock only, by the weighted-average number of shares of common

stock ourstanding during the fiscal year.

Diluted ner income per share is based upon the weighted-average
number of shares of common stock outstanding during the fiscal
year, after consideration of dilutive effect of potential shares of
common stock for the Companies’ stock oprion plans. Diluted
net income per share for the year ended March 31, 2007 is not

disclosed because of the Companies’ net loss position.

(w) Bonuses to directors

On November 29, 2005, the ASBJ issued Statement No. 4
“Accounting Standard for Directors’ Bonuses,” which requires
that directors’ bonuses should be accounted for as an expense of
the accounting period in which such bonuses are accrued, and
prohibited the conventional treatment to account for such bonus-
es as 2 deduction from the amount of retained earnings. This
new standard was applied for the fiscal period ending on or after
May 1, 2006 and the Companies adopted it effective for the fiscal
year beginning April 1, 2006, As a result, operating loss, loss
before income taxes for the year ended March 31, 2007 increased
by ¥22 million {$186 thousand).

{x) Stock options
On December 27, 2005, the ASB] issued Statement No. 8
Under chis

standard, when stock options are granted to employees of a com-

“Accounting Standard for Share-based Payment”.

pany and in exchange the company acquires their services, those
services acquired and consumed should be expensed, and the cor-
responding amount should be recorded as “the subscription rights
to shares” in the net assets section of the balance sheet, until they
are exercised or expire. The amount to be expensed in each
a2ccounting period should be the accrued portion of the fair value
of the granted stock options calculated using a method based on
the service period. The exercised portion of the subscription
rights to shares should be transferred to paid-in capital or capital
surplus of shareholders’ equity, and the expired portion to

retained earnings through profir.

This new standard was applied to stock options granted to
employees on and after May 1, 2006. As all of the stock options
were granted by the Companies before that darte, there was no
effect on the accompanying consolidated financial statements for
the year ended March 31, 2007,

{y) Reclassifications
In addirion to the reclassifications described above, certain other
reclassifications have been made to the prior years' consolidared

financial statements to conform to the current year’s presentation.

3. U.S. Dollar Amounts

The translation of yen amounts into U.S. dollar amounts has
been made, solely for convenience, as a matter of arithmetical
compuration only, at the rate of ¥118.05 = US$1.00, cthe
exchange rate prevailing on March 30, 2007. The cranslation

should not be construed as a representation that yen amounts
have been, could have been, or could in the future be, converted

into U.S. dollars at the above or any other rate,
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4, Loans Receivable

Loans receivable as of March 31, 2007 and 2006 included unse- Bad debts included in unsecured loans to individual customers as
cured loans to individual customers in the aggregate amount of  of March 31, 2007 and 2006 were classified as follows:
¥1,584,028 million {$13,418,280 thousand) and ¥1,649,009

million, respectively.

Millions of Yen T&%':“S:;ﬁ:r

March 31 2007 2006 2007
Non-accrual loans due to bankruprey or reorganization ............ ... ..oLoLL, ¥ 7030 ¥ 7,707 5 59720
Orther non-accrual loans inarrears ... ... ... ... s 86,368 49,904 731,622
Loans past due for three monthsormore ........ .. .. . Ll 1,645 1,995 13,934
Restructured loans . ... .. . .. e 54,388 54,764 460,720

¥ 149,453 ¥ 114,371 $ 1,266,014

5. Marketable Securities and Investments in Securities

Markertable securities in the current assets section of the accom- At March 31, 2007 and 2006, information with respect to held-
panying consolidated balance sheer as of March 31, 2007 includ-  to-marurity securities for which market value was available was
ed operational investment securities held by investment partner-  summarized as follows:

ship subsidiaries in the aggregate amount of ¥3,641 million
($30,842 thousand).

Millions of Yen
2007 2006
Balance Market Unrealized Balance Market Unrealized
March 31 sheet amount value gains sheet amount valuc gains
Bonds other than national,
municipal and
corporate bonds ¥ 4,000 ¥ 4,022 ¥22 ¥ 4,000 ¥ 4,071 ¥71
Thousands of U.$. Dollars
2007
Balance Marker Unrealized
March 31 sheet amount value gains
Bonds other than national,
municipal and
corporate bonds $ 33,883 $ 34,070 $ 186
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At March 31, 2007 and 2006, information with respect to other securities for which market value was available was summarized as follows:

Millions of Yen

2007 2006
March 31 Cos heciamaune_ gain o) Cos hectimoues e ous)
Unrealized gain items:
Stock ......... ... ¥ 41,949 ¥ 63919 ¥ 21,969 ¥ 56,895 ¥ 109,369 ¥ 52,473
Bonds:
National and municipal .. ... 83 84 1 82 84 2
Corporate ............... — — — 590 591 1
Other .................. ... 905 1,229 323 967 1,339 372
Subtotal ................ 42,938 65,233 22,294 58,535 111,385 52,849
Unrealized loss items:
Stock ...l 889 772 (117) 762 654 (108)
Other ..................... 673 641 (31) 670 644 {26)
Subtotal ... . ... 1,563 1,414 {148) 1,433 1,299 {134)
Towal ............ ... ¥ 44,501 ¥ 66,647 ¥ 22,146 ¥ 59,968 ¥ 112,684 ¥ 52,715
Thousands,of U.5. Dollars
2007
Cost Balance Unrealized
March 31 sheet amount gains (losses)
Unrezlized gain items:
Stock ..o § 355,349 $ 541,457 $ 186,099
Bonds:
National and municipal ..... 703 711 8
Corporate ............... — — —
Other ..., 7,666 10,410 2,736
Subtotal ................ 363,727 552,587 188,852
Unrealized loss items: )
Stock ...l 7,530 6,539 (991)
Other ..................... 5,700 5,429 (262)
Subtoral ................ 13,240 11,977 (1,253)
Toeal ... ... .. ... % 564,565 % 187,598

$ 376,967

An impairment loss has been recorded when (i) the market value
of a marketable securicy fell below 50% of its acquisition cost (or
book value, if previously written-down) at che fiscal year end, and
is deemed unlikely to recover to the level of the cost, or {ii) the
market value fell below 30% to 50% of the cost at the fiscal year
end, and the rate of decline remained 30% or higher during the
past one year, or (ili} the market value fell below 30% o 50% of
the cost at che fiscal year end, and there is no prospect of recover-
ing the cost referring w relevant information such as financial

conditions, results of operations and market value of investments.

With respece to other securities for which market value was avail-
able, impairment losses amounting to ¥14,773 million {$125,141
thousand)} were recorded and included in “Loss on revaluation of
investments in securities” of the accompanying consolidated state-
ment of operarions for the year ended March 31, 2007, and no
impairment losses were recorded for the years ended March 31,
2006 and 2005.
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Information with respect to other securities sold in the years ended March 31, 2007, 2006 and 2005 was as follows:

Millions of Yen ']&g'ﬁs?’ﬂ'::f
Years ended March 31 2007 2006 2005 2007
Total sales amount . .. ... ... . oo ¥ 1,055 ¥ 592 ¥ 455 $ 8,936
Tomlgainonsales ... ... ... ... .. ... 21¢ ] 141 1,778
Totallossonsales ....... .. ... . ... ... il 13 — 128 110
At March 31, 2007 and 2006, securities for which market value was not available included principally the following;
Millions of Yen '{}'gus&;ﬁif
2007 2006 2007
March 31 Balance sheet amount
Other securities:
Unlisted companies stock .. ...ttt i s ¥ 686 ¥ 456 $5811
Investments in investment partnerships .. ..o e 255 GGG 2,160
Investments in undisclosed partnerships ......... ... ... .. ...l — 631 —

Other securities with marturity and held-to-marurity securities will fall due subsequent w March 31, 2007 and 2006 as follows:

Millions of Yen
2007 2006
March 31 Within one year Qne - five years Over five years Within one year One - five years Over five years
Bonds:
National and municipal . ....... ¥— ¥ 84 Yy — ¥ — ¥ 84 Y —
Corporate ...........c00inne. 33 — — 591 35 —
Other ... — — 4,000 — — 4,000
Other . ... . i - 510 9 129 509 9
Total ... ¥ 35 ¥ 595 ¥ 4,009 Y721 ¥ 629 ¥ 4,009
Thousands of U.S. Dollars
2007
March 31 Within one year Onc - five years Over five years
Bands;
National and municipal ........ 5 — s 711 $ —
Corporate ........00viuuunnn 296 — —
Other ... . iian. — — 33,883
Ocher ... . i — 4,320 76
Total ..o $ 296 $ 5,040 $ 33,960
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6. Short-Term Loans, Long-Term Debt and Pledged Assets

The weighted-average interest rates of shorr-term loans as of March 31, 2007 and 2006 were 1.9661% and 0.89%, respectively.

Long-term debt was summarized as follows:

Millions of Yen Thousands of

U.S. Dollars
March 31 2007 2006 2007
Unsecured loans of domestic Companies mainly from banks
and other financial institutions at interest rates ranging
from 0.1% to 2.325% due through June 2012 .......... ... ... .. ... .. ... ¥ 419,286 ¥ 342,482 $ 3,551,766
Unsecured loans of an overseas subsidiary at intesest rares ranging
from 3.9% to 6.05% duc through November 2009 ............ ... ... .. ..., 30,778 27,482 260,720
Loans with collateral of the Company mainly from banks
and other financial insticutions at interest rates ranging
from 0.2% ro 2.4% due through January 2012 ... Lol 189,423 311971 1,604,599
Securitized loans of the Company from a financia! institution at 1.745%
due through February 2008 .. ... ... . i 7,960 15,920 67,429
Unsecured bonds issued by the Company at interest rates ranging
from 0.81% to 2.72% due through February 2015 ......... ...t 260,000 265,000 2,202,456
THB 3,000 million guaranteed, non-subordinated bonds issued
by an overseas subsidiary due February 2009 at interest rates ranging
from 5.95% 0 6.00% ... e 10,230 — 86,658
Less: current portion ... ... s (227.410) {284,633} {1,926,387)
¥ 690,267 ¥ 678,222 $ 5,847,242

Assers pledged as collateral for short-term and long-term loans from banks and other financial institutions were as follows:

Millions of Yen T&ﬂs’l.l%l;cli]sng
March 31 2007 o 2007
Loans receivable ... ... . ¥ 211,371 ¥ 340,716 $ 1,790,520

The above table included loans receivable related to securitized
loans of ¥21,934 million ($185,802 thousand) and ¥27,623 mil-
lion as of March 31, 2007 and 2006, respectively.

At March 31, 2007 and 2006, the Company had a commitment, at
the lenders’ request, 1o furnish ac any time, collateral pledged on
¥21,257 million ($180,067 thousand) and ¥46,582 million of loans
receivable of ¥211,371 million ($1,790,520 thousand) and ¥340,716
million shown in the above table, respectively. The pledged collateral

which the lenders could require covered the following;

Millions of Yen Thousands of

LS, Dollzrs
March 31 2007 2006 2007
Short-term loans . . . ... e e ¥ — ¥ 1,000 $ —
Current poartion of long-termdebt . ... .. i i 14,597 24,217 123,650
Longtermdebt .. ..o L 6,657 21,254 56,391
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The aggregate annual maturities of long-term debr subsequent 1o March 31, 2007 were summarized as follows:

Years ending March 31 Millions of Yen Tm}“é"%ﬂﬂir‘f
0 S ¥ 227,410 $ 1,926,387
2000 L e e e e e e e e e e e e e e 214,625 1,818,085
70 P 178,285 1,510,249
11 156,741 1,327,750
.1 O 90,536 766,929
2013 and thereafter . .o v vttt e e e e 50,080 424,227

¥ 917,677 $7.773,629

For the purpose of efficient procurement of working capital, the
Company and cerrain of its subsidiaries have entered into over-
draft contracts with six financial institutions and commitment
line contracts with eighteen financial institutions, which provided

the Companies with the overdraft and commitment facilities in

the aggregate amount of ¥332,087 millien (52,813,104 thou-
sand} as of March 31, 2007. The unused facilities maintained by
the Companies as of March 31, 2007 amounted to ¥224,199 mil-
lion ($1,899,186 thousand).

7. Employees’ Retirement Benefits

At March 31, 2007, the Company and certain of its subsidiaries
had, jointly or severally, defined benefit plans, including two
funded non-contributory tax-qualified retirement pension plans,
which together cover substantially all full-time employees who

meet certain eligibility requirements.

The funded status and amounts recognized in the accompanying
consolidared balance sheets as of March 31, 2007 and 2006 were

summarized as follows:

Millions of Yen '[&g?%zﬁigf
March 31 2007 2006 2007
Projected benefic obligation ... ... ... ¥ (18,939) ¥ (24,001) $(160,432)
Plan assets ac fair markervalue . ... .. ... i 27,043 29,890 229,080
Unfunded retirement benefic liabilivies . ........ ... .. ... .. ... ... . . ..., 8,103 5,889 68,640
Unrecognized past SErviCE COSE .. ... uuiuuunititinae e iiiiiar ey 4 169 33
Net unrecognized actuarial {gaing) losses . ... (5,913) (4.710) (50,088)
Ner retirement benefit liabilities recognized on the consolidated balance sheets .. . . .. 2,194 1,348 18,585
Prepaid pension expenses ... ... i e 2,310 1,667 19,567
Allowance for employees’ retirementbenefits ... il ¥ (116) ¥ (318) $ (982)

The components of net retirement benefit expenses recognized in the accompanying consolidated statements of operations for the years

ended March 31, 2007, 2006 and 2005 were summarized as follows:

Mitlions of Yen ng’sﬁgﬂigf

Years ended March 31 2007 2006 2005 2007
CULTENE SEIVICE COST .+ v v e et e e e e et ettt eae it ta it aaans ¥ 1,483 ¥ 1,659 ¥ 1,595 $ 12,562
INIEEESE COST ot vttt et e e et et e et e e ettt i 471 444 417 3,989
Expected returnon planassets ... (893) (666} (578} (7,564)
Past service cost recognized fortheyear ............ . ...000es 70 70 70 592
Net actuarial losses (gain) recognized fortheyear ... .. .. ..., (419) 1,164 1,279 (3,549)
Retirement payments in a lump sum and payments

10 a defined contribution pensionplan ... ... ... .. L. 555 551 459 4,701
Net retirement benefitexpenses .. ... o i ¥ 1,269 ¥ 3,223 ¥ 3,243 $ 10,749
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In addition to the above, the extraordinary payment of employees’  The principal assumptions used in determining retirement benefit
retirement benefics for voluntary retirement of ¥14,312 million  obligations and other components for the domestic Companies’
($121,236 thousand) was included in the “Loss on business restruc- plans were as follows:

turing” in the accompanying consolidated statement of operations

for the year ended March 31, 2007.

2007 2006 2005
DiSCOUMD FALE - .\ttt vttt vttt s s saamnennsnnns 2.00% 2.00% 2.00%
Expected rate of return on planassets .........ocoo L 3.00% 3.00% 3.00%
Period of recognition of past service cost ... i iii i ann s 5 years evenly 5 years evenly 5 years evenly
Period of recognition of actuarial gainsorlosses ... ........... 5 years evenly 5 years evenly S years cvenly

8. Income Taxes

The Companies are subject to 2 number of taxes based on income.  The tax effects of temporary differences which give rise to a signifi-
Corporation, inhabitants’ and enterptise taxes are charged ro the  cant portion of the deferred tax assets and liabilitics as of March 31,
income tax account. The aggregate statutory tax rate applicable to 2007 and 2006 were presented as follows:

the domestic Companies was approximately 40.7% for the years

ended March 31, 2007, 2006 and 2005.

Millions of Yen Thousands of
March 31 2007 2006 2007
Deferred tax assets:
Bad debr write-0ffs . .. ... i e s ¥ 15,183 ¥ 11,800 $ 128,614
Allowance forbad debts ... . . e s 8,664 13,113 73,392
Allowance for loss on debt guarantees ... ... ... ... oL 1,610 1,356 13,638
Allowance for loss on interest repayments .. ... 199,381 9,643 1,688,953
Accrued BOmUSES ... e 1,177 1,549 9,970
Allowance for employees’ retirement benefits ... ... oL 52 [} 440
Allowance for directors” and corporate auditors’ retirement benefics .............. 338 346 2,863
Accrued INTErEst ITOME L L .\ttt e e e ettt iae e ea e eaeeenns 1,869 571 15,832
Accrued EnEErPriSE CAX . ...ttt e 50 1,995 423
Depreciation and amortization ........ i s 7,006 6,987 59,347
Impairmentloss .. ... e 130 137 1,101
COMSUMPLON TAX oottt et e ieaae e 309 314 2,617
Revaluation of markerable securities .. ....... ... ... . . . . i i 6,247 232 52,918
Loss on investments in golf club memberships .......... ..o 141 155 1,194
Tax loss carryforwards of subsidiaries ... o il 11,201 10,719 94,883
Elimination of unrealized profit ............ .. ... 0000 e e 1,160 1,272 9,826
[0 F Y= U S A N 1,317 721 11,156
Subtoral L e e e e 255,843 61,028 2,167,242
Less: valuation allowance ... oo o n i e e (192,175) (11,718} {1,627,911)
Total grossdeferred raxassets ........ ... . e 63,668 49,310 539,330
Deferred tax liabilities:
Rerained earnings of subsidiaries ........ ... i (6,110) (3,354) (51,757}
Prepatd pension expenses ...l (940) {678) (7,962}
Net unrealized gains on other securities . ... . ... ..., e (9,018) (21,453) {76,391)
Other oo e e e (585) (173) {4,955)
Total gross deferred tax liabilities ........... .. ... i i (16,653) (27.660) (141,067}
Net deferred 1ax 455615« . . oo ettt e e e et ¥ 47,014 ¥ 21,650 $ 398,254
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Reconciliation berween the normal effective statutory cax rate and the actual effective tax rate reflected in the accompanying consolidated

statement of operations for the years ended March 31, 2007 is as follows:

Year ended March 31 2007

Normal effective STatuIOny taX FAIE . . ... .ottt et e e e 40.7%
Expenses not deducrible for income tax purposes .. ... .. (0.0
Valuation allowance .. ... . e e (41,7)
OREr — DT Lottt e e e (0.1)

Actual efleCtive TaK TAEE ..ottt e e e e e e e e {1.1)%

Reconciliations berween the starutory tax rates and the effective tax rates as a percentage of income before income taxes for the years ended

March 31, 2006 and 2005 were omitted, as the stawrory rax rates did not significantly differ from the effective 1ax rate.

9. Legal Reserve

Consolidated retained carnings included a legal reserve which
amounted to ¥4,354 million (£36,882 thousand) as of March 31,
2007 and 2006.

Through May 1, 2006, when the Commercial Code of Japan was
superseded by the Corporate Law of Japan, the legal reserve was
provided in accordance with the Commercial Code of Japan
which required that an amount equal o at least 10% of cash divi-
dends and directors’ and corperate auditors’ bonuses in respect of
each fiscal period be appropriated to the legal reserve until the
sum of such reserve and capital reserve, including additional paid-
in capital, equals 25% of stated capiral. This reserve was not
available for dividends but could be used to reduce or eliminate a
deficit by resolution of the sharcholders or could be transferred o
stated capital by resolution of the board of directors. The agpre-

gate amount of additional paid-in capital and legal reserve that

exceeds 25% of the common stock may be made available for div-

idends by resolution of the shareholders.

After the Corporate Law of Japan was enforced, the legal reserve
has been provided in accordance with the Corporate Law of Japan
which requires that an amount equal to 10% of dividends must be
appropriated as a legal reserve or as additional paid-in capiral
depending on the equity account charged upon the payment of
such dividends until the total of the aggregate amount of legal
reserve and additional paid-in capital equals 25% of the stated cap-
ital. Under the Corporate Law of Japan, the total amount of addi-
tional paid-in capital and legal reserve may be reversed without
limitation. The Corporate Law of Japan also provides that stated
capital, legal reserve, additional paid-in capital, other capital sur-
plus and retained earnings can be transferred between the accounts

under certain conditions upon resolution of the shareholders.

10. Leases

The following pro forma amounts represent the acquisition costs,
accumulated depreciation and book value of leased equipment as
of March 31, 2007 and 2006 and the related depreciation and
interest expense for the years ended March 31, 2007, 2006 and

2005, which would have been reflected in the consolidated bal-
ance sheets and the related consolidated statements of operations
if finance lease accounting had been applied to the finance lease

transactions accounted for as operating leases:

Millions of Yen

Thousands of L1.5. Dollars

Acquisition costs ‘:;2;?:2:;':;? Book value Ac?:)ii;iun ﬁi;l;:;;l::f: Book value
March 31 2007 2006 2007 2006 2007 2006 2007 2007 2007
Equipmenr ............... ¥2,173 ¥4,119 ¥ 1,476 ¥ 2,881 ¥ 697 ¥1.237 $18407 $12,503 $ 5,904

86




Thousands of

Millions of Yen U.S. Dollars

Years ended March 31 2007 2006 2005 2007
Depreciation . ..o.vv i i e ¥758 ¥ 1,211 ¥ 1,752 $6,42)
1 22 40 66 186

Lease expenses relating to finance lease transactions accounted for as
operating leases amounted to ¥794 million ($6,725 thousand),
¥1,272 million and ¥1,844 million for the years ended March 31,
2007, 2006 and 2003, respectively.

Future mininwny lease payments subsequent w March 31, 2007 for
finance lease transactions accounted for as operating leases were sum-

marized as follows:

. , Th s of

Years ending March 31 Milions of Yen U.S, Dollars
P 0 ¥ 409 § 3,464
2009 and thereafter ... ... 302 2,558
¥711 $6,022

11. Commitments and Contingent Liabilities

The Company and certain of its subsidiaries make loans to cus-
tomers primarily in the form of revolving credit-line contracts
whereby a maximum credit amount is assigned ro a customer who
is then able to borrow repeatedly within the limic of the faciliry.
At March 31, 2007, the unexercised portion of such facilities
amounted to ¥905,420 miilion ($7,669,800 thousand), including
¥653,978 million (83,539,839 thousand) for customers with zero
outstanding balances. As a certain portion of revolving credit-line

contracts lapse without ever being used, the unexercised facilicies

will not necessartly affect the future cash flows of the Companies,

At March 31, 2007, contingenr liabilities on the personal loans
and credit card receivables for which the Companies provided
credit guarantees amounted to ¥104,015 million ($881,109 thou-
sand), net of allowance for loss on debt guarancees in the amount
of ¥1,961 million {$16,611 thousand).

Refer to Note 6 for pledged assets.

12. Derivative and Hedging Activities

(1) Outline of transactions and conditions

The Company and cerain of its subsidiaries have used interest
rate swap agreements, interest rate options and currency swap
agreements in order to hedge against the risk of fluctuartions in
interest rates and foreign currency exchange rares relating to cheir

short-term and long-term loans.

No marker risk is anricipated as such derivatives have been
entered into in order to offser or mitigate gains or losses resulting
from the hedged loan transactions, even though interest rate swap
agreements and currency swap agreements are exposed to changes
in interest rates and foreign currency exchange races, respectively.

In addition, the Companies are not exposed to risk on interest

rate caps, as the Companies hold only long pesitions in interest
rate caps and the maximum cost of funding the combination of
loans and interest rate caps is capped ar the cap rates.

The Companies do not anticipate non-performance by any of the
counterparties to the above transactions, all of whom are financial

institutions which are deemed highly creditworthy.

The Companies have established rules for the authorization of
derivative transactions and related risk management rules which
stipulate the limits on derivative transactions. All derivative trans-

actions have been entered into in compliance with these rules.

87




Risk management for derivative rransactions has been under the
control of the Finance Department of the Company which estab-
lishes the position limic for each derivative transaction and moni-
tors the limits. The position limit permissible for each derivative
transaction is authorized at the executive officers’ meeting when

the Company’s annual business plan is established.

(2) Market value information
Marker value information as of March 31, 2007 and 2006 was
omitted, as all of the Companies’ derivative transactions are

accounted for as hedging transactions.

13. Stock Option Plans

The Company has two stock option plans for the granting of
non-transferable options to certain eligible directors and key

employees of the Company.

On August 1, 2001, options were granted for terms of five years to
purchase the aggregate of 346,800 shares of common stock of the
Company ar ¥10,682 per share. The option price was adjusted to
¥10,628 per share due to the issuance of new shares of common
stock to Mitsubishi Tokyo Financial Group, Inc. (currently,
Mitsubishi UF] Financial Group, Inc.) on April 20, 2004. The
options were exercisable beginning on July 1, 2003. To provide for
exercise of the options, in August 2001, the Company purchased
346,800 shares of common stock in the aggregate amount of ¥3,796
million from the stock market, which were included in “Treasury
stock” of the sharcholders’ equity section of the accompanying con-
solidated batance sheets as of March 31, 2007 and 20006,

On August 1, 2003, options were granted for terms of five years
to purchase the apgregate of 352,400 shares of common stack of
the Company at ¥4,959 per share. The option price was adjusted
to ¥4,931 per share due to the same reason abave. The options

were exercisable beginning on July 1, 2005.

In addition to the above, IR Loan Servicing, Inc. has a steck
option plan for the granting of non-transferable options to certain

eligible directors and key employees of the company.

Options were granted on October 1, 2004 for terms of three years
to purchase the apgregate of 133 shares of common stock of the
Company at ¥67,900 per share. The options will be exercisable
beginning on Seprember 1, 2007 subject to the public offering of
the common stock of the Company by August 31, 2010.

The changes in numbers of stock options expressed in shares of commeon stock were summarized as follows:

Shares
ACOM CO., LTD.
IR Loan
Servicing, Inc.
Plan 2001 Plan 2003
Balance as of March 31, 2004 ... ... . . ... e 322,400 345,400 —
Granred ... e — — 133
R v« S U {0} —_ —
Expired on retirement ... ... e {6,200} (5,400) —
Balance asof March 31, 2005 .. .. e 316,200 340,000 133
AT = o {0) (206,990) —
Expired on retitement ... vuui vt i e e {7.800) (3,000) (32)
Balance asof March 31, 2006 .. ... . it i e 308,400 130,010 101
R v =7 I — {4,300) _—
Expired on retitement ... ... ... e {4,600) (1,600 (36)
Balance asof March 31, 2007 . ... . o e 303,800 124,110 65
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14. Impairment of Fixed Assets

The Companies determined each operation center of loan business-
es, installment sale finance businesses, other financial services and
other services as the smallest cash-generating group to which the
assets belonged. Also, each asset to be disposed of was determined
as the smallest cash-generating group of assets. The head office of
the Company and the welfare facilities for employees independent

of cash-generating were considered to be corporate assets.

Impairment loss for certain real estate for rental was recognized due
to a significant decrease in marker value or continuous operational
losses. In addition, impairment loss for assets to be disposed of was
recognized because the carrying amount of these assets exceeded the
net selling value. Impairment loss was measured as the amount by

which the carrying amount of the assets exceeded its recoverable

amount. The recoverable amount was calculated by using the high-
er of value in use, which was the discounted present value of esii-
mated future cash flows at 7%, or the net selling value, which was

estimated by real estate appraisers.

Impairment loss for the year ended March 31, 2007 amounted 1o
¥1 million ($8 thousand) for land, ¥6 million ($50 thousand) for
buildings and structures and ¥0 million (30 thousand) for equip-
ment. [mpairment loss for the year ended March 31, 2006
amounted to ¥0 million for land and ¥3 million for buildings and
structures. Impairment loss for the year ended March 31, 2005
amounted to ¥1,221 million for land, ¥107 million for buildings

and structures and ¥54 million for intangible assets.

15. Segment Information

The Companies’ operations by business segment for the years ended
March 31, 2007, 2006 and 2005 have not been disclosed, as the

Companies’ business other than “Financial services” was immaterial.

Geographical segment information and overseas sales have been

omitted, as such sales were immarenial.

16. Acquisition of Consolidated Subsidiaries

In the year ended March 31, 2006, the Company purchased 80% of the shares of DC Servicer company, Ltd., which was included in the
accompanying consolidared financial statements. DC Servicer company, Lid. was merged into IR Loan Servicing, Inc. The fair value of

the assets and liabilities of the above company was as follows:

DC Servicer company, Ltd.

Millions of Yen

As of September 30 2005
CUITEMEASSEIS . . vttt st e e ettt ettt e e e e e e e e e e st e e e e e e e s e e ¥112
T el E T o T 3 15
Current LIabalieies . oo e e e e e e e e e e e (36)
Minority Interest ... ... .. e e e e e e e e e e (18)
Consolidation adjustments . ... ... L s 35
B T T T 37
Cash and cash equivalenis acquired ... ... o e e (51)
Net payments for acqUIsition ... ...ttt i e e ¥ (13)
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In the year ended March 31, 2005, the Company increased the per-
centage of the equity of Tokyo-Mitsubishi Cash One Ltd, whose
name changed to DC Cash One Ltd. from 38.85% 1o 54.73% due

to acquisition of new shares of common stock and purchased 100%

of MTB Capital Co., Ltd. whose name changed to AC Ventures
Co., Ltd., both of which were included in the accompanying consol-
tdated financial statements. The fair value of the assets and liabilities

of the above companies was as follows:

DC Cash One Lid.
Millions of Yen
As of March 31 2005
(T T T 2= <-J0 S DU ¥ (62,261
INOTI-CUITEIE ASSEES + 4 v v v e o e e e et e et et e e e e e e e e e et et e et e e et e et et e e e et 491
Consolidation adjustments ... ... ot e e e 1,074
(@Y T T L3 T S U U S O U S o G (25,913)
Long-term liabilities . . ... . e e (30,012)
MINOIIY IMIETESE . L o L oot et et s s e e e (3,090}
The Company’s interest by equity method .. ... (1,897)
ACGUISIEION COSE + v v vt vttt e ittt e e ettt b e ettt et e et e e i e e e 2,914
Cash and eash equivalents acquired .. ..o e e (2,425)
Net payments FOr aCqUISItION . . ..o ottt ot e e e e e e e e ¥ 488
AC Ventures Co., Ltd.
Millions of Yen
As of March 31 2005 :
LT L LT R ¥ 260
e T ] £ 2= £ LA L -t ¢TGN 436
[OTT L < 1 AP (248)
Long-term liabilities ... ..o e e e e (B)
Consolidation adjustments .. ... ... i e (93)
ACQUISITION COSE . . o ot ottt e e e e e e e 348
Cash and cash equivalents acquired . . .. ... L e e e (260)
Ner payments for acqUIsItion . ..ottt i i e e ¥ 87

17. Subsequent Events

(1) Appropriations of retained earnings

The following appropriations of rerained earnings of the
Company, which have not been reflected in the accompanying
consolidated financial statements for the year ended March 31,

2007, were approved at a shareholders’ meeting of the Company
held on June 27, 2007:

Millions of Yen

Cash dividends (¥30,00=US$0.25) ... ... . ... ...

(2) Reduction in lending interest rates

On May 10, 2007, the board of directers of the Company
approved the reduction of effective annual interest rates for unse-
cured consumer loans; the new rates range from 12.000% to
18.000% per annum, while the existing rates range from 13.140%

Q0

.......................................... ¥ 4,715

to 27.375%. The new rates are applicable to new customers who
enter loan contracts on or after June 18, 2007. These rates are also
applicable to existing customers who meet the new credir screening
criteria established by the Company.



Report of Independent Auditors

on the Consolidated Financial Statements

g’l ERNST& YOUNG SH'NN’HON ® Cerlified Public Accountants ® Tel: 03 3503 1100

Hibiva Kohusai Bldg. Fax: 01 3503 1197
2.2-3, Uchisaiwai-cho

Chivoda-ku, Tokyo, fapan 100-0011

C.P.O. Box 1196, Tokwes, lapan 100-B641

Report of Independent Auditors

The Board of Directors
ACOM COQ., LTD,

We have audited the accompanying consolidated balance sheets of ACOM CO., LTD. and
consolidated subsidiaries as of March 31, 2007 and 2006, and the related consolidated
statements of operations, changes in net assets, and cash flows for each of the three years in
the period ended March 31, 2007, all expressed in yen. These financial statements are the
responsibility of the Company’s management.  Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supperting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of ACOM CO., LTD. and censolidated
subsidiaries at March 31, 2007 and 2006, and the consolidated results of their operations
and their cash flows for each of the three years in the period ended March 31, 2007 in
conformity with accounting principles generally accepted in Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements with
tespect to the year ended March 31, 2007 are presented solely for convenience, Our audit
also included the translation of yen amounts into U.S. dollar amounts and, in our opinion,
such translation has been made on the basis described in Note 3.

5««7‘»%-7/:?2%2;\

June 27, 2007

A MIBER OF ERNGT & YOG Glosa




Non-Consolidated Balance Sheets

ACOM CO.,, LTD.

Millions of Yen Us. popandsef
March 31 2007 2006 2007
Assets
Current assets:
Cashand cashequivalents .. ... o i i ¥ 131,802 ¥ 78978 $ 1,116,493
Markerable securities ... ... i e 35 129 296
Loans receivable (Note 4) .. .. . . e 1,494,399 1,596,276 12,659,034
Accountsreceivable .. ... .. 76,423 93,321 647,378
Merchandise . ... . . e s 1,963 3,721 16,628
Prepaid expenses . ....... i e 1,868 2,588 15,823
AccrUed IMCOME  + L ity et e e e 11,379 11,892 96,391
Deferred tax assets (NOte 5} oottt ittt i et 58,198 40,244 492,994
IhEr CUTTENT ASSBIS  « - o oo v ot ve sttt be ot ettt s s a ettt n e r s anrernnns 19,253 18,556 163,091
Allowance forbad debts . ... e (118,880) (120,170} (1,007,030)
Total CUMTENT ASSEIS . . . oo ot ettt e et e e et e e e e 1,676,443 1,725,542 14,201,126
Property and equipment:
Land (Note 12) oo e e e s 6,441 6,550 54,561
Buildings and structures (Note 12) ... o i 38,045 40,906 322,278
Equipment (Note 12) ... i 34,541 35,751 292,596
79,028 83,208 669,445
Accumulated depreciation ... ... (44,063) (44,719} (373,257)
Property and equipment, neT .. ... e e 34,964 38,488 296,179
Investments and other assets:
INvestments in SECUFHIES . .. 01 vyt i ettt iaee e i 71,562 116,819 606,200
Investments in and advances to subsidiaries and affiliates ...................... 58,613 59,434 496,509
Telephone rights and other intangible assets (Note 12) ..o e n 965 1,019 8,174
Renwaldeposits ... ..o 9,780 10,587 82,846
Prepaid pension eXpenses ......... ...ttt e 2,259 1,627 19,135
Other . o e e e e 8,816 10,473 74,680
Allowance forbad debts ..o i e e (2,120) (2,530) (17,958)
Total investments and otherassets . .......... ... ... i 149,877 197,432 1,269,606
Total @85ES . ...t e ¥ 1,861,285 ¥ 1,961,462 $ 15,766,920

See accompanying notes to non-consolidated financial statements,
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Millions of Yen U.S?Bgﬁ:ﬂ“(ils\'zce 3)
March 31 2007 2006 2007
Liabilities and shareholders’ equity
Current liabilities:
Short-term loans (NoteE 4) Lottt i i e e ¥ 60,000 ¥ 51,000 $ 508,259
Current portion of long-term debe (Note 4) ... il 194,382 262,221 1,646,607
Accounspayable ... ... 1,131 1,187 9,580
Accrued income taxes (Note 5) ... o i e e 72 24,937 609
Accrued eXPENSES ... e 11,110 11,594 94,112
Deferred income on installmencsales . ... i 3,893 5,515 32,977
Allowance for loss on debr guarantees (Note 8) ..ot 3,670 3,330 31,088
Allowance for loss on interest repayments ...l e — 23,700 —
Other current liabilities .. ... e 7,166 2,085 60,703
Total current liabilities . ... ... i i i i e 281,426 385,572 2,383,955
Long-term liabilities:
Long-term debe (Noted) ... i s 634,205 631,987 5,372,342
Allowance for directors’ and corporate auditors’ retirement benefits ... ... ... 764 736 6,471
Allowance for loss on interest repayments ... ... ... oo 490,000 - 4,150,783
Deferred tax liabilicies (Note 3) . ..o e i e e e e 9,008 17,130 76,306
Orher long-term liabilities . ... ... .. . . 2,082 2,627 17,636
Total long-term liabilities . ....... ... ... .. i i 1,136,060 652,481 9,623,549
Total liabilities ... ... ... e e e 1,417,487 1,038,053 12,007,513
Commitments and contingent liabilities (Note 8)
Net assets:
Shareholders’ equity {Note 6):
Paid-in capital of common stock:
Authorized: 532,197,400 shares at March 31 2007 and 2006
Issued: 159,628,280 shares at March 31,2007 and 2006 ................... 63,832 63,832 540,720
Capital surplus:
Capitallegal reserve .. ... 72,322 72,322 612,638
Netgainonsaleof treasurystock ... ... . ... i 3,688 3,697 31,240
Toral capital surplus . ... ... . e 76,010 76.020 643,879
Earned surplus:
Eamned legal reserve ..o e 4,320 4,320 36,594
Retained earnings ... i 305,010 766,515 2,583,735
Total earned surplus ... .. L. e 309,331 770,836 2,620,338
Treasury stock, at cost
2,433,969 shares at March 31, 2007 and 2,438,225 shares at March 31, 2006 ... {18,508) {(18,538) {156,781)
Total shareholders’ equity . ... ... . ... 430,666 892,150 3,648,166
Valuation and translation adjustments:
Net unrealized gains on otherseeurities .. ..o e 13,131 31,258 111,232
Total NetasSels . .. .o s 443,797 923,408 3,759,398
Total liabilities and nevassers ... ... ... ¥ 1,861,285 ¥ 1,961,462 $ 15,766,920
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Non-Consolidated Statements of Operations
ACOM CO,, LTD.

Millions of Yen U‘S:Igg“;ar? l[ilsﬂ'?:c 3)
Years ended March 31 2007 2006 2005 2007
Operating income:
Interest on loans receivable . ... ... ... . L ¥ 342,908 ¥ 367,619 ¥ 372,389 $ 2,904,769
Fees from creditcard business . ... ... ... ... .. ... ..., 5,770 6,139 6,113 48,877
Fees from installment sales financing .......... ... ... ... 3.492 5,550 9,255 29,580
Fees from credit guarantees ..., .0 9,746 8,549 6,871 82,558
Other financial income ... i 166 46 19 1,406
Sales L. e e 722 — 158 6,116
Other operating income . ... e 7.962 8,732 7,927 67,445
Total eperating income ... ...t 370,769 396,637 402,734 3,140,779
Operating expenses:
Financial expenses . ... 0 i 16,928 18,186 21,591 143,396
Costofsales .. oiiiiiee i i e 1,223 — 157 10,360
General and administrative expenses .. ... ... o L. 112,406 140,442 138,289 952,189
Bad debrexpenses .......... .. ..l 5,033 — —_ 42,634
Provision forbad debts . ... ... ... ... . .. 120,352 104,853 99,582 1,019,500
Provision for loss on debt guarantees .................... ... 3,670 3,330 2,880 31,088
Provision for loss on interest repayments .................... 200,147 23,700 — 1,695,442
Total Operating expenses ... c..vvvvt ittt i, 459,762 290,512 262,500 3,894,637
Operating profic (loss) ........ ... oL (88,992) 106,124 140,234 (753,850}
Other income (expenses):
Special provision for loss on interest repayments ...l {317,061} —_ — (2,685,819)
Loss on business restructuring (Note 10) .................... (17,997} — _ {152,452)
Other interest and dividend income . ...................... 1,706 1,214 1,078 14,451
Net loss on sale or disposal of property and equipment ......... (416} (1,106) (1.097) (3.523)
Net gain (loss) on sale of investments in securities . ..........., 206 — 2) 1,745
Gain on sale of investments inaffiliaces . ... ... ............ 21 286 — 177
Loss on revaluation of investments in securities (Note 11) ....... (14,784) — (353) (125,235)
Loss on liquidation of investments in crusted real property ... ... — — (78) —
Impairment loss (Nore 12) ... oot (8) (4 (1,094) 67}
Other, net ... i e e 576 725 344 4,879
Total other income {expenses), net ... ..o inn. (347,756) 1,114 (1,202) (2,945,836}
Income (loss) before income taxes . ....... ... ... ..oviiannn {436,749) 107,239 139,031 (3,699,695}
Income taxes (Note 5):
L0 T T S A 16,353 44,770 47,540 138,526
Deferred ... (13,638) (1,682) 8,490 (115,527)
Total iNcome taxes . .....ovutrnii ettt e e 2,714 43,087 56.030 22,990
Netincome (1055) ... ... i i it ¥ (439,463) ¥ (64,152 ¥ 83,001 $(3,722,685)
Yen U.S. Dollars (Note 3)
Amaounts per share:
Net income ({loss}
Basic ... e ¥(2,795.68) Y 407.52 ¥ 525.53 $ {23.68)
Diluted ... ... .. i e — 407.33 525.25 _
Cashdividends . ..... .00 it i 100.00 140.00 100.00 0.84

See accompanying notes to non-consolidated financial statements.
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Non-Consolidated Statements of Changes in Net Assets

ACOM CO., LTD.

Thousands Millions of Yen
Capiral surplus Earned surplus
S i Cmdlel Momed e Smie o
Balance at March 31,2004 . ... ... 145,628 ¥ 17,282 ¥ 25,772 ¥ —_— ¥ 25772 ¥ 4,320 ¥ 652,006
Netincome ................ — — — —_ — — 83,001
Cashdividends .............. — — —_ — — — {12,865)
Bonuses to directors . ......... — — — - — — (35)
Issuance of new shares
of commonstock ......... 14,000 46,550 46,550 — 46,550 — —
Acquisition of treasury stock . .. _ — — — - — —
Sale of treasury stock . ...... .. — — — 4,135 4,135 — -
Other change during the year . . . — — _ — — — —
Balance at March 31,2005 .. .. ... 159,628 63,832 72,322 4,135 76,458 4,320 722,106
Netincome ................ — — _ — — — 64,152
Cashdividends .............. — — _ — — —_ (19,706)
Bonuses to directors . ......... — — — — — — (36)
Acquisition of treasury stock ... — -— _ — — — —
Exercise of stock option . ...... —_ — — (438) (438) — —
Other change during the year . ., — — — — — — —
Balance at March 31,2006 ......, 159,628 63,832 72,322 3,697 76,020 4,320 766,513
Netloss ................... —_ — — — —_ — (439,463)
Cashdividends . ............. — — — — —_ — (22,006)
Bonuses to directors .. ... .. .., — — — — - —_ (34)
Acquisition of treasury stock ... - — — — — — —
Exercise of stock optien ....... —_ — — (9} (9} — —
Other change during the year . .. — — — — — — —
Balance at March 31,2007 ..... .. 159,628 ¥ 63,832 ¥ 72,322 ¥ 3,688 ¥ 76,010 ¥ 4,320 ¥ 305,010
Thousands of U.5. Dollars (Note 3)
Capital surplus Earned surplus
ot Ol Nagboust e Brdlml S
Balance at March 31,2006 ................... $ 540,720 $ 612,638 $ 31,317 $ 643,964 336,594 § 6,493,138
Netloss .. oovvrii i i ey — _— — — — (3,722,685)
Cashdividends .......................... — — — — — (186,412)
Bonusestodirectors . .. ........ ... ... ... — — — —_— — (288)
Acquisition of treasury stock .......... ... — _ — — - —
Exercise of scock option .. ... .. ool -— —_ (76) {76) —_ —
Other change during theyear ............... — — — — — —
Balance at March 31,2007 ................ ... $ 540,720 $ 612,638 $ 31,240 $ 643,879 $ 36,594 $ 2,583,735

See accompanying notes to non-

consolidated financial starements.
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Non-Consolidated Statements of Changes in Net Assets

(continued)
ACOM CO., LTD.

Millions of Yen
Tatal Net unrealized
-ros::l"l:il‘r‘?“i T:::sc'i]‘w Shafql::ni{-frem‘ other i:scz :: ties Tﬁlgﬂ
BalanceatMarch 31,2004 . ............. ... ... ..., ¥ 656,326 ¥ (11,099) ¥ 88,282 ¥ 5,799 ¥ 694,082
NOLINCOME v ettt ieti e tr et in i aarrenns 83,001 — 83,001 — 83,001
Cashdividends ........cooiiine i iiiianannnn, (12,865) — (12,865) — (12,865)
Bonuses to ditectors . ... .vvi i e (35) — {35) — (35)
Issuance of new shares
ofcommenstock .......... ... ... . -— —_ 93,100 _ 93,100
Acquisition of treasury stock ... ... Ll — (6,999 (6,999 — {6,999
Sale of treasury stack ... ... .o —_ 7,297 11,433 — 11,433
Other change during theyear ... .................. - — - 584 584
Balanceat March 31,2005 . ..., ............cceivnt, 726,426 (10,801) 855,916 6,384 862,301
NETINCOME oottt e e e e e e et 64,152 — 64,152 — 64,152
Cashdividends . .......... ... .. ... .. ... ....... {19,706) — (19.706) —_ (19,706)
Bonuses todirectons ... ...oov vt (36) — (36) — 36)
Acquisition of treasurystock ... ... Lol —. (9,196) {9,196) — {9,196)
Exercise of stock option ........... . ... ... L — 1,459 1,020 — 1,020
Other change during theyear ... .oovviio ol — — — 24,873 24,873
Balance at March 31,2006 ..................cvvn... _ 770,836 (18,538) 892,150 31,258 923,408
Netloss oo e e e et (439,463) — (439,463) —_ (439,463)
Cashdividends . ......... .. 0 i, (22,0006) — (22,006) — (22,006)
Bonuses to directors . ..o vvvn i (34) — (34) — (34)
Acquisition of treasury stock ... _ (1)) (0) _ (0)
Exercise of stock oprion ....... ... e — 30 21 —_ 21
Other change during theyear .. ................... — — — (18,127) (18,127)
Balance at March 31,2007 ...... ... .. .. ......... ¥ 309,331 ¥ (18,508) ¥ 430,666 ¥ 13,131 ¥ 443,797
Thousands of U.S. Dollars {Note 3)
Total Net unrealized
TO::‘]'P&I“:;Ed T:::i“w Sharc;':ﬁgm' oth%?isn:c::;(iu ng!c;m
Balance at March 31,2006 . .................c0vuts § 6,529,741 $(157,035) $ 7,557,390 $ 264,786 $ 7.822,177
Netloss ..o e i e ee e (3,722,685) —_ (3,722,685) —_ (3,722,685)
Cashdividends . ........... ... ... ............ (186,412) — {186,412) — {186,412}
Bonusestodirectors ...... ... . ... i (288) — (288) — (288)
Acquisition of treasury stock . ...... ... ...l _ (0) {0) _ (0}
Exercise of stockoption .......... ... ... ... — 254 177 — 177
Other change duringtheyear ..................... — — — {153,553) (153,553}
Balance at March 31,2007 ... ...................... $ 2,620,338 $ (156,781) $ 3,648,166 $ 111,232 $ 3,759,398
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Non-Consolidated Statements of Cash Flows
ACOM CO., LTD.

Millions of Yen U‘S:l;hjgﬁ:ﬁ,?is\lz{c 3)
Years ended March 31 2007 2006 2005 2007
Operating activities:
Income {loss) before INcome taxes . ....out v et e e ¥ (436,749) ¥ 107,239 ¥ 139,031 $(3,699,695)
Adjustments:
Depreciation and amortization ... ... 3,689 4,280 4,869 31,249
[mpairmentloss ..o ou i 8 4 1,094 67
[ncrease {decrease) in allowance forbad debes .. ... ... ... i e, (1.699) 524 (6,978) {14,392}
[ncrease in allowance for loss on debr guarantees . ... 340 450 1,015 2,880
[nceease in allowance for loss on intarest FEPAYMENLS .. ..ot 466,300 23,700 — 3,950,021
[ncrease (decrease) in allowance for directors’ and
corporate auditors’ retirement benefits ..ot e 27 22 (153} 228
Non-operating interest and dividend income ... oo (1,708) (1,214) (1,078} {14,451)
Net loss on sale or disposal of property and equipment  ................... 416 1,106 1,097 3,523
Stock issuance eXpenses ... s _— — 474 —
Bond fssuance expenses ... e 282 383 142 2,388
Net loss {gain) en salc of investments in securities . ... ... ... (206) _ 2 (1,745)
Gain on sale of investments inaffiliates ... ... .. ..ot (21) (286) — {177)
Loss on revaluation of investments insecurities ... ... ... oL 14,784 —_ 353 125,235
Loss on hiquidation of investments in trusted real property ...l — —_ 78 —
Changes in operating assets and liabilities:
Decrease inloaps receivable .. ... . i 101,877 5,496 11,025 862,998
Decreascinaccountsreceivable .. ..o 16,898 25,545 41,039 143,142
Decreaseinmerchandise ... 1,758 — 157 14,891
Decrease in prepaid expenses . . ... ..o 720 1,160 1,322 6,099
Decrease (increzse) inaccrued income ... e 515 216 {11} 4,362
Increase in other CUTIEMLassets ..ottt it eanns (4,241) (1,184) {2,084) (35,925)
(Increase} decrease in prepaid pension expenses . ... v vvvvvin v iieanns (631) (84) 344 {5,345)
(Drecrease) increase inaccountspayable ... oLl (55} (10} 162 (46%5)
(Decrease} increase in accrued eXpenses . ... ovvvuu v avuiniiiiiiaeains {483} {2,101) 980 {4,091)
Decrease in deferred income on installmentsales ..................... (1,622} {3,6006) (8,154} {13,739}
Bonuses paid rodirectors . ... ... Lo (34) (36) {35) {288)
LT T DO 7,264 97) (204) 61,533
Subtotal ... e e e 167,431 161,508 184,491 1,418,305
Non-operating interest and dividends received ... o0 1,662 1,191 1,051 14,078
Income taxes paid .. ... .. i (46,730} {46,839) (47,341} {395,849}
Net cash provided by operating activities ... ... ... ... ... ...l 122,363 115,859 138,201 1,036,535
Investing activities
Proceeds from sale of property and equipment ..o 162 703 21 1,372
Purchases of propercy and equipment ., ...l (2,538) (5,177} {4,789 {21,499}
Proceeds from maturity or sale of investments in securities ... ... oo 544 201 934 4,608
Increase in ANVESTMENIS IN SCCUTIHES ..\t v vvee et ettt et aeeeeeennannss (257) (46,074) (0} (2,177)
Proceeds from setclement, repayment or sale of
investrents in and advances to subsidiaries and affiliates . ... ... . .. ... 14,079 15,543 26,550 119,263
Additions to tnvestments in 2nd advances to subsidiaries and affiliates ........... {13,450} {12,077} (30,914} (113,934}
{Increase) decrease inother investments ... .o 798 {36} 107 6,759
Net cash used in investing activities . .........cooviieiiininiiiiiinans, (661) (46,916} (8,090} (5,599}
Financing activities
Proceeds from long-termdebt ... 196,391 212,482 84,525 1,663,625
Payments of principal of long-termdebt ... (252,296) (334.881) (327,033} (2,137,196}
Increase inshoreterm loans .. ... ... .. Ll 9,000 28,500 11,000 76,238
Proceeds from issuance of new shares of commonsiock .......... ..ol —_— — 92,625 _—
Net (acquisition) sale of reasury stock ... ... .. oLl 20 (8,186) 4,416 169
Cash dividends Paid ...\ .eeeeees et et {22,012) {19.694) (12,864) (186,463)
Net cash used in financing activities ... ... ... o (68,895} (121,779) (147.331) (583,608)
Effect ofcxchangc rate changes on cash and cash equivalents ............. ..., 17 36 (11) 144
Increase (Decrease) in cash and cash equivalenes .. ... ... .o oL 52,823 (52,800) (17,231) 447,462
Cash and cash equivalents at beginning of cheyear ... ovvviiiin i ee 78,978 131,779 149,011 669,021
Cash and cash equivalents atend of theyear ... oo ¥ 131,802 Y 78,978 ¥ 131,779 $ 1,116,493

See accompanying notes to non-consolidated financial statements.
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Notes to Non-Consolidated Financial Statements
ACOM CO., LTD.

1. Basis of Presenting the Non-Consolidated Financial Statements

The accempanying non-consolidared financial statements of ACOM
CO., LTD. (the “Company”) relate to the Company only, with
investments in subsidiaries and affiliates being stated at cost or reval-
ued amount if any impairment loss s recorded, and have been pre-
pared in accordance with accounting principles generally accepted in
Japan (“Japanese GAAP”) and the “Form of Standard Financial
Statements in the Consumer Finance Business” (issued by the
Federation of Moneylenders Associations of Japan on April 25, 1993).

The accounting records of the Company are maineained in accor-
dance with the provisions set forth in the Corporate Law of Japan
(Law No. 86, 2005) and in conformity with Japanese GAAD.

The accompanying non-consolidated financial statements of the
Company are prepared on the basis of Japanese GAAP, which are
different in cerain respects as to application and disclosure require-
ments of International Financial Reporting Standards, and are com-

piled from the non-consolidated financial statements prepared by the

Company as required by the Securities and Exchange Law of Japan.

Certain items presented in the original non-consolidated financial
statements filed with the Prime Minister of Japan have been reclas-

sified for the conventence of readers outside Japan.

Although noen-consolidated statements of cash flows are not
required in Japan, such starements have been prepared for the pur-
pose of inclusion in these non-consolidated financial statements,
after reclassifications made in conformity with the relevant regula-
tions concerning the preparation and presentation of consolidated

staternents of cash flows.

As permitted under the Securities and Exchange Law of Japan,
amounts of less than one million yen have been omitted. As a
result, the totals shown in the accompanying non-consolidated
financial statements (both in yen and in U.S. dollars} do not neces-

sarily agree with the sums of the individual amounts.

2. Summary of Significant Accounting Policies

(a} Cash equivalents

The Company considers all highly liquid investments, including
time deposits with banks, bond investment funds and markerable
securities purchased under resale agreements, with a marurity of

three months or less when purchased, to be cash equivalents.

(b) Foreign currency transactions

All monetary assets and liabilities, regardless of short-term or
long-term, denominated in foreign currencies are translated into
yen at the exchange rates prevailing as of the fiscal year end, and
the resulting gains or losses are included in income to the extent

that they are not hedged by foreign exchange derivatives.
{c) Marketable securities and investments in securities

Marketable securities and investments in securities are classified

by their holding objectives into trading, held-ro-macurity or

o8

other securities. Trading securities are valued at marker value,
with resulting gains or losses included in income. Held-to-maru-
rity securities are stated at amortized cost. Other securities are
valued ar market value with the resulting gains or losses, ner of
applicable taxes, reported in the net asset section of the accompa-
nying non-consolidated balance sheets, except that any impair-
ment loss is recorded and charged to income. Other securities
for which market value is not available are stated ar moving-aver-

age cost.

Investments In investment partnerships and ather similar partner-
ships are valued at the ner amount of the percentage of interests
held based on the latest financial statements on the reporting

dates stipulated by the respective partnership contracts.



{d) Merchandise
Merchandise consists of paintings and is stated at individually

specified cost.

(e) Allowance for bad debts

Tao cover possible losses on collection of loans and other receiv-
ables, the Company provided for an allowance (i} with respect 10
ordinary debts, based on the historical rate of write-off, and (ii)
with respect 1o other specific debrs whose recovery is doubtful,
based on estimated write-off amounts, after considering the likeli-

hood of recovery on an individual basis.

Loan balances are writen off in cases where (i} the Company has
confirmed the death or bankrupicy of the debror or has volunrari-
ly waived repayment of the loan, and (ii) the amounts due have
not been collected for a certain period {even after follow-up
requests for payment) because of the inability on the part of the

debtor or the guarantor to pay.

(f) Property and equipment

Property and equipment are recorded at cost. Depreciation of
property and equipment is computed by the declining-balance
method at rates based on the estimated uscful lives of the respec-

tive assets.

(g) Impairment of fixed assets

In August 2002, the Business Accounting Council issued a Starement
of Opinion, “Accounting for Impairmenr of Fixed Assets,” and in
October 2003, the Accounting Standards Board of Japan (the
“ASB]"} issued Guidance No.6, “Guidance for Accounting Standard

n

for Impairment of Fixed Assets.” These new proncuncements are
effective for fiscal years beginning on or after April 1, 2005 with early
adoption permitted for fiscal years ending on or after March 31,
2004. The Company adopted the new accounting standard for

impairment of fixed assets as of April 1, 2004.

(h) Stock and bond issuance expenses

Stock and bond issuance expenses are charged to income when
incurred. Stock issuance expenses are recorded in “Other, net”
in the other income (expenses) section of the accompanying
non-consolidated statements of operations, and bond issuance

expenses are included in “Financial expenses” in the operating

expenses section of the accompanying noen-consolidated state-

ments of operations.

(i) Allowance for loss on debt guarantees

The Cempany has entered into affiliations with Japanese regional
banks and 2 subsidiary to provide credit guarantees for personal
loans held by those banks and the subsidiary. To cover possible
tosses on debt guarantees, the Company provided for an
allowance based on the historical rates of fulfillment of guarantee

obligation and subsequent write-off of the guaranteed loans.

(j) Allowance for loss on interest repayments

Under the Law concerning Regulation etc. of Money Lending
Business of Japan, moneylenders in Japan are permitted to receive
interest ar the contract interest rates as valid, if certain conditions
are met, beyond the maximum interest rates stipulated in the
Interest Rate Restriction Law of Japan (“constructive repayment”
rules). However, the Supreme Court decisions at January 13,
2006 and January 19, 2006 concerning the application of the
“constructive repayment” rules substandally increased the risk of

repayments of the excessive interest as invalid.

To cope with this situarion, the Japanese Instituce of Certified
Public Accountants {the “JICPA") issued Industry Audic Practice
Committee Report No.37, “Audit Procedures of Consumer
Finance Companies’ Provisions for Possible Losses on Interest
Repayment Claims™ on October 13, 2006, The Report provides
that the allowance for interest repayments should be recorded as a
liability at an amount, in a lump sum, reasonably estimated by
considering the past actual results of incerest repayments, and
enough to cover possible losses on repayment of the excessive
interest as well as abandonment of the principal of loans receiv-
able in the future. The amount of allowance should be estimared,
for each of classification of loans receivable, by considering three
factors: the number of customer accounts, the actual repayment
rate over the reasonably estimated period and the average amount
of repayment per account. The Report also requires the applica-
tion of the ane year rule for the current/non-current presentation

of the allowance on the balance sheer.

Based on the abave described treatment specified by the JICPA,

the Company changed the estimates used in the determination of
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the amount of allowance for loss on interest repayments effective
for the fiscal year beginning April 1, 2006, and consequencly
recorded the allowance in the aggregate of ¥490,000 million
($4,150,783 thousand) in the long-term liabilities section of the
accompanying non-consolidated balance sheet as of March 31,
2007, and, in addition to an ordinary provision for loss on inter-
est repayments deemed as incurred in the current year, a one-time
loss of ¥317,061 million (82,685,819 thousand), net of a transfer
of ¥33,238 millien ($281,558 thousand) from the allowance for
bad debts account, deemed as incurred in prior years, and report-
ed it as “Special provision for loss on interest repayments” in the
other income (expenses) section of the accompanying non-consol-
idated statement of operations for the year ended March 31,
2007. As a result, operating loss and loss before income raxes for
the year ended March 31, 2007 increased by ¥50,425 million
($427,149 thousand) and ¥367,486 million (83,112,969 thou-

sand), respectively.

(k) Employces” retirement benefits

The allowance for employees’ retirement benefits is recognized at
the net total of the present value of the defined benefit obligation
at the balance sheet date, plus any actuarial gains (less any actuari-
al losses) not yet recognized, minus any past service cost not yer
recognized, minus the fair value at the balance sheet date of plan
assets (if any) our of which the obligations are to be settled direct-
ly. If the amount determined above is negative {an asset), such

asset is recorded as prepaid pension expenses.

Net retirement benefit expense or income is recognized ar the net
rotal of current service cost and interest cost, minus the expected
return on any plan assets, minus any actuarial gains (less any acru-
arial losses) and past service cost recognized during the year, plus
any retirement benefits paid as a lump sum and payments to a

defined contribution pension plan.

To determine the present value of a defined benefic obligation
and the related current setvice cost and, where applicable, past

service cost, the project unit credit method is used.
Acruarial gains or losses and past service cost are recognized for

each defined benefir plan over a period not exceeding the expect-

ed average remaining working lives of the employees participating
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in that plan. The Company has recognized actuarial gains or loss-
es evenly over the five years following the respective fiscal years
when such gains or losses are identified. In addition, the
Company has recognized past service cost evenly over five years

from the time of its originadon.

() Allowance for directors’ and corporate auditors’ retirement
benefits

The allowance for directors’ and corporare auditors’ retirement

benefits is provided at the amount which would have been

required to be paid if all directors and corporate auditors had vol-

untarily terminared their services as of the balance sheer dare.

This amount has been determined in accordance with the

Company’s internal rules.

{m) Leases

Non-cancellable lease transactions are accounted for as operating
leases regardless of whether such leases are classified as operating
or finance leases, except that lease agreements stipulating the
transfer of ownership of the leased assets to the lessee are account-

ed for as finance leases.

{n) Recognition of interest income and expense

Inrerest income and expense are recognized on an accrual basis.
However, the Company computes accrued interest income on
loans receivable at the interest rate stipulated in the Interest Rate
Restriction Law of Japan or the contracted interest rate, whichev-

er is lower.

(o) Recognition of fees from installment sales financing

Fees from customers and participating stores have principally
been prorated by the respective number of installments, and the
prorated amounrs have been recognized as income when they

became due (the “sum-of-the-months digits method”).

{p) Recognition of fees from credit guarantees
Fees from credit guarantees have been recognized on an accrual

basis using the credir-balance method.

{q) Income taxes
The provision for income taxes is computed based on the prerax

income (loss) included in the non-consolidated statements of




operations. In accordance with Japanese tax-effect accounting
standards, the asset and liability approach is used to recognize
deferred tax assets and liabilities for the expected future tax con-
sequences of temporary differences between the reporred
amounts and the tax bases of assets and liabilities, Deferred taxes
are measured by applying currently enacted tax laws to the tem-

porary differences.

{r) Derivative and hedging transactions

The Company has used interest rate swap agreements and interest
rate options (interest rate caps in long positions only) solely in
order to hedge against risks of fluctuations in interest rates relar-
ing to its short-term and long-term loans in compliance with the

Company’s internal rules.

Derivative transactions are valued at marker value, except for hedg-
ing transacrions whose gains or losses are deferred and recorded in
the balance sheer until the hedged transactions are settled. These
transactions are designared as cash flow hedges. The interest swaps
qualifying for hedge accounting and meeting specific marching cri-
teria are not valued at market value bur the differential paid or
received under the swap agreements are recognized and included
in income. Similarly, if interest rate caps are specifically tied ro the
hedged loan transactions, fees paid for those caps are stated at

amortized costs regardless of their market value.

(s} Net income (loss) per share

Basic net income (loss) per share is computed by dividing net
income {loss), the portion attributable ro shareholders of common
stock only, by the weighted-average number of shares of common

stock outstanding during the fiscal year.

Diluted net income per share is based upen the weighted-average
number of shares of common stock outstanding during the fiscal
year, after consideration of dilutive effect of potential shares of
common stock for the Company’s stock option plans. Diluted
net income per share for the year ended March 31, 2007 is not

disclosed because of the Company’s net loss position.

(t) Bonuses to directors
On November 29, 2005, the ASB] issued Statement No. 4

“Accounting Standard for Directors’ Bonuses,” which requires
q

that directors’ bonuses should be accounted for as an expense of
the accounting period in which such benuses are accrued, and
prohibited the conventional treatment to account for such bonus-
es as a deduction from the amount of retained earnings. This
new standard was applied for the fiscal period ending on or after
May 1, 2006 and the Company adopted it effective for the fiscal
year beginning April |, 2006. As a result, operating loss, loss
before income taxes for the year ended March 31, 2007 increased
by ¥22 million ($186 thousand).

(u} Stock options
On December 27, 2005, the ASB] issued Statement No. 8
Under this

standard, when stock oprions are granted to employees of a com-

“Accounting Standard for Share-based Payment”.

pany and in exchange the company acquires their services, those
services acquired and consumed should be expensed, and the cor-
responding amount should be recorded as “the subscription rights
1o shares” in the ner assets section of the balance sheet, until they
are exercised or expire. The amount to be expensed in each
accounting period should be the accrued portion of the fair value
of the granted stock options calculated using a merthod based on
the service period. The exercised portion of the subscription
rights to shares should be transferred to paid-in capital or capital
surplus of shareholders’ equity, and the expired portion to

retained earnings through profic.

This new standard was applied to stock options granted to
employees on and after May 1, 2006. As all of the stock options
were granted by the Companies before that date, there was no
effect on the accompanying non-consolidated financial statements
for the year ended March 31, 2007.

(v) Business Combination and Business Separation

In Ocrober 2003, the Business Accounting Council (“BAC")
issued a Statement of Opinion, “Accounting for Business
Combinations,” and on December 27, 2005 the ASB] issued
“Accounting Standard for Business Divestitures” and ASB)
Guidance No.10, “Guidance for Accounting Standard for
Business Combinations and Business Divestitures.” These new
accounting pronouncements are effecrive for fiscal years begin-

ning on or after April 1, 2006.
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The accounting standard for business combinations allows com-
panies to apply the pooling of interests method of accounting
only when certain specific criteria are met such thar the business

combination is essentially regarded as a uniting-of-interests.

These specific criteria are as follows:

(a} the consideration for the business combination consists solely
of common shares with voting rights,

(b} the racio of voting rights of each predecessor shareholder
group after the business combination is nearly equal, and

(c) there are no other factors thar would indicate any control

exerted by any shareholder group other than voting rights.

For business combinations that do not meet the uniting-of-inter-
ests criteria, the business combination is considered to be an
acquisition and the purchase method of accounting is required.
This srandard also prescribes the accounting for combinations of

entities under common control and for joint ventures. Goodwill,

including negative goodwill, is to be systematically amartized over

20 years or less, but is also subject to an impairment test.

Under the accounting standard for business separations, in a busi-
ness separation where the interests of the investor no longer con-
tinue and the investmenc is settled, the difference berween the fair
value of the consideration received for the transferred business
and the book value of net assets transferred to the separated busi-
ness is recognized as a gain or loss on business separation in the
statement of operations. In a business separation where the inter-
ests of the investor continue and the investment is not settled, no

such gain or loss on business separation is recognized.

{w) Reclassifications
In addition to the reclassifications described above, certain other
reclasstfications have been made to the prior years’ non-consolidated

financial statements to conform to the current year's presentation.

3. U.S. Dollar Amounts

The translation of yen amounts into U.S. dollar amounts has
been made, solely for convenience, as a macter of arichmetical
compuration only, at the rate of ¥118.05 = US$1.00, che
exchange rate prevailing on March 30, 2007. The translation

102

should not be construed as a representation that yen amounts
have been, could have been, or could in the future be, converted

into U.S. dollars ar the above or any other rate.




4. Short-Term Loans, Long-Term Debt and Pledged Assets

Long-term debt was summarized as follows:

Millions of Yen Bﬁgusszﬂ.;gf

March 31 2007 2006 2007
Unsecured loans mainly from banks and other financial institutions

at interest rates ranging from 0.10% to 2.325% duc through June 2012 ... ... ... ¥ 371,204 ¥ 301,317 $ 3,144,464
Loans with collateral mainly from banks ard other financial institutions

at interest rates ranging from 0.2% to 2.4% due through January 2012 ... ..., ... 189,423 311,971 1,604,599
Securitized loans from a financial institution at 1.745% due through February 2008 . .. 7,960 15,920 67,429
Unsecured bonds at interesr rates ranging

from 0.81% to 2.72% due through February 2015 ........... ... . ... ... 260,000 265,000 2,202,456
Less: CUTENT POTHON oot o it et e (194,382) (262,221) (1,646,607)

¥ 634,205 ¥ 631,987 $ 5,372,342

Assets pledged as collateral for substantially short-term and long-term loans from banks and other financial institutions were as follows:

Millions of Yen Td{gflggﬁ; r-f
March 31 2007 2006 2007
¥ 211,371 ¥ 340,716 $ 1,790,520

Loansreceivable . ... o . i

The above table included loans receivable related o securitized on ¥21,257 million (£180,067 thousand) and ¥46,582 million
loans of ¥21,934 million ($185,802 thousand) and ¥27,623 mil- of the loans receivable of ¥211,371 million (81,790,520 thou-
lion as of March 31, 2007 and 2006, respectively. sand) and ¥340,716 million shown in the above table, respective-

ly. The pledged collateral which the lenders could require cov-

At March 31, 2007 and 2006, the Company had a commitmene,  ered the following:

at the lenders’ request, to furnish ar any time collareral pledged

Millions of Yen E’guﬁzﬂi :;f

March 31 2007 2006 2007
SROrT-Term L0ans . . . o e e e ¥ — ¥ 1,000 $ —
Current portion of long-termdebr . ... ... ... .. 14,597 24,217 123,650
6,657 21,254 56,391

Long-termdebr . ..o

commitment facilities in the aggregate amount of ¥228,140 mil-
lion (81,932,570 thousand) as of March 31, 2007. The unused
facilities maintained by the Company as of March 31, 2007
amounted to ¥205,180 million ($1,738,077 thousand).

For the purpose of efficient procurement of working capital, the
Company has entered into overdraft contracts with one financial
institution and commitment line contracts with three financial

institurions, which provided the Company with the overdraft and
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5. Income Taxes

The Company is subject 1o 2 number of taxes based on income.  The tax effects of the temporary differences which give rise to a
Corporation, inhabitants” and enterprise taxes are charged to the  significant portion of the deferred tax assets and liabilities as of
income tax account. The aggregate statutory tax rate applicable  March 31, 2007 and 2006 were presented below:

to the Company was approximately 40.7% for the years ended

March 31, 2097, 2006 and 2005,

Millions of Yen %gus[a)gﬁsagf
March 31 2007 2000 2007
Deferred tax assets:
Bad debrwrite-offs ... .. .. . ¥ 15180 ¥ 11,800 $ 128,589
Allowanceforbaddebts ... . L 6,965 11,047 59,000
Allowance for loss on debt guarantees . ... ..o oL 1,493 1,354 12,647
Allowance for loss on interest repayments . ......... ... i 199,381 9,643 1,688,953
Accrued bonuses .. ... e 980 1,346 8,301
Allowance for directors’ and corporate auditors’ retirement benefits . ............. 310 299 2,626
Accrued interest income ... .. e 1,869 571 15,832
Accrued ENIETPIISE tAX L oo vttt e e e e 0 1,898 0
Depreciation and amortization ... i 6,707 6,025 56,814
Tmpairment loss ... e 85 92 720
ConSUMPIION TAX  « .0 vt et a e s et e st ettt e i e 280 280 2,371
Revaluation of marketable securities ... ... oot i 6,247 232 52,918
Loss on investments in golf club memberships ... 141 150 1,194
IOventories .. on e 218 — 1,846
Other o e e 401 271 3,396
Subtotal e 240,263 45,614 2,035,264
Less: valuation allowance ... ... e {180,797) (392) (1,531,529)
Total gross deferred X assets . ... oot e e e 59,466 45,221 503,735
Deferred tax liabilities:
Prepaid pension expenses . ..... ...ttt e {919) (662) (7,784)
Net unrealized gains on other securities . ...........oiiiiiiiiiiiiianian.., {9,008) (21.444) {76,306)
Other o e (348) — (2,947}
Total gross deferred rax liabilities ............ ... ... ... {10,276) (22,107) (87.047)
Net deferred 1ax assets .. ... .ottt e ¥ 49,189 ¥ 23,114 35 416,679

Reconciliation berween the normal statutory tax rate and the actual effective tax rate reflected in the accompanying consolidated statement
of operations for the years ended March 31, 2007 is as follows:

Year ended March 3t 2007

INOFMAL STATUIONY TAX FATE .« v vttt it ittt e st e et s et e e e e e e e e e e -40.7%
Expenses not deductible for income tax purposes ... .. (0.0)
Valuarion alowance . .. i e e e e (41.3)
her — MEt Lo e e (0.0)

AUl B eCtive LK TaEE . oottt it e e e e e e e (0.6)%

Reconciliations between the statutory wax rates and the effective tax rates as a percentage of income (loss} before income taxes for the years
ended March 31, 2000 and 2005 were omitted, as the statutory tax rates did not significandy differ from the effective tax rate.




6. Shareholders’ Equity

Through May 1, 2006, Japanese companies are subject to the
Commerctal Code of Japan (the “Cede”). The Code requires thar all
shares of common stock be recorded with no par value, at least 50% of
the issue price of new shares is required to be recorded as common stock
and the remaining net proceeds as additional paid-in capital, which is
included in capital surplus. The Code permits Japanese companies, upon
the approval of the Board of Directors, to issue shares to existing share-
holders without consideration as a stock split. Such issuance of shares
generally does not give rise to changes within the sharcholders’ accounts.

The Code also provides that an amounr at least equal 10 10% of the
aggregate amount of cash dividends and cerrain other appropriations of
retained earnings associated with cash outlays applicable to each period
shall be appropriated as a legal reserve (a component of retained earn-
ings) unil such reserve and additional paid-in capital equals 25% of
common stock. The amounc of toral additional paid-in capital and
legal reserve that exceeds 25% of the common stock may be available
for dividends by resolution of the shareholders. In addition, the Code
permits the transfer of a portion of additional paid-in capiral and legal

reserve to comman stock by resolution of the Board of Directors.

The Code allows Japanese companies to repurchase treasury stock and
dispose of such treasury stock by resolution of the Beard of Directors.
The repurchased amount of treasury stock cannot exceed the amount
available for future dividends plus the amount of common stock, addi-
ticnal paid-in capital or legal reserve to be reduced in cases where such

a reduction was decided upon at the shareholders meeting.

[n addition to the provision that requires an appropriation for a legal
teserve in connection with cash payments, the Code imposes certain
limitations on the amount of retained earnings available for dividends.
Dividends are approved by the shareholders at a meeting held subse-
quent to the fiscal year to which the dividends are applicable. Semi-
annual interim dividends may also be paid upon resolution of the
Board of Directors, subject to certain limitations impesed by the Code.

On May 1, 2006, the Commercial Code of japan was superseded by
the Corporate Law of Japan (the “Corporate Law™) which would, for
the most part, be applicable to events or transactions occurring on ot
after May 1, 2006 and for fiscal years ending on or after May 1, 2006.
The significant changes in the Cosporate Law that affect financial and

accounting matters are summarized below:

a. Dividends
Under the Corporate Law, companies can pay dividends at any time
during the fiscal year in addition to the year-end dividend upon resolu-

tion at the shareholders’ meeting. For companies thar meer certin cri-
teria such as; (1) having a Board of Directors, (2} having independent
auditors, (3) having a Beard of Corporate Auditors, and (4) prescribing
the term of service of the directors as ane year rather than normal term
of two yeats in its articles of incorporation, the Board of Directors may
declare dividends (except for dividends in kind) if the company has so

prescribed in its articles of incorporation.

The Corporate Law permits companies to distribute dividends-in-kind
{non-cash assets) ro shareholders subject to cereain limitations and addi-

tional requirements.

Semi-annual interim dividends may also be paid once a year upon resolution
by the Board of Directors if the articles of incorporation of the company so
stpulate. Under the Code, cerain limitadons were imposed on the amount
of capital surplus and retained earnings available for dividends. The
Corporate Law also provides certain limitations on the amounts available for
dividends or the purchase of treasury stock. The limication is defined as the
amount available for distribution to the shareholders, bur the amount of net
assers after dividends must be maintained at no less than ¥3 million.

b. Increases / decreases and wansfer of common stock, reserve and
surplus
The Corporate Law requires that an amount equal to 10% of dividends
must he appropriated as a legal reserve (a component of retained earn-
ings) or as additional paid-in capital (a component of capital surplus)
depending on the equity account charged upon the payment of such
dividends until the total of the aggregate amount of legal reserve and
additional paid-in eapital equals 23% of the common stock. Under the
Code, the aggregate amount of additional paid-in capital and legal
reserve that exceeds 25% of the common stock may be made available

for dividends by resolution of the shareholders,

Under the Corporate Law, the total amount of additional paid-in capi-
tal and legal reserve may be reversed without limitation of such thresh-
old. The Corporate Law also provides that common stock, legal
reserve, additional paid-in capial, other capital surplus and retained
earnings <an be transferred between the accounts under certain condi-

tions upon resolution of the sharcholders.

c. Treasury stock

The Corporate Law also provides for companies to purchase treasury
stock and dispose of such treasury stock by resolution of the Board of
Directors, The amount of treasury stock purchased cannot exceed the
amount avaifable for distribution ro the shareholders which is deter-
mined by a specific formula.

105




7. Leases

The following pro forma amounts represent the acquisition costs,
accumulated depreciation and book value of leased equipment as
of March 31, 2007 and 2006 and the related depreciation and
interest expenses for the years ended March 31, 2007, 2006 and

2005, which would have been reflected in the non-consolidared
balance sheets and the related non-consolidated statements of
operations if finance lease accounting had been applied to the

finance lease transactions accounted for as operating leases:

Millions of Yen

Thousands of U.S. Dotlars

Accumulated

Acquisition  Accumulated

Acquisition costs e Book value uiion  Accumutes  Book value
March 31 2007 2006 2007 2006 2007 2006 2007 2007 2007
Equipment ............... ¥ 1,795 ¥ 3,333 ¥1,292 ¥ 2,317 ¥ 502 ¥ 1,015 $15,205 $10,944 $ 4,252

Millions of Yen Thousnds of
Years ended March 31 2007 2006 2005 2007
Depreciation . .. ... oot ¥ 634 ¥ 1,052 ¥ 1,605 $ 5,370
S €8¢ SR 14 30 59 118

Lease expenses refating to finance lease transactions accounted for as
operating leases amounted to ¥659 million {$5,582 thousand),
¥1,099 million and ¥1,686 million for the years ended March 31,
2007, 2006 and 2005, respectively.

Future minimum lease payments subsequent to March 31, 2007 for
finance lease transactions accounted for as operating leases were sum-
marized as follows:

. Th ds of

Years ending March 31 Millions of Yen USS. Dollars
/L1 2 ¥ 332 $2,812
2009 and thereafter . ..o vttt e e e e e ia e e 179 1.516
¥ 512 $4,337

8. Commitments and Contingent Liabilities

The Company makes loans to customers primarily in the form of
revolving credit-line contracts whereby a maximum credit amount
is assigned to a customer who is then able 1o borrow repeatedly
within the limit of the facility. At March 31, 2007, the unexercised
portion of such facilities amounted to ¥845,045 million
{$7,158,365 thousand), including ¥619,603 million ($5,248,648
thousand) for customers with zero outstanding balances. As a cer-

tain portion of revolving credit-line contracts lapse without ever

being used, the unexercised facilities will not necessarily affect the
future cash flows of the Company.

At March 31, 2007, contingent liabilities on the personal loans
for which the Company provided credit guarantees amounted to
¥175,879 million ($1,489,868 thousand), net of allowance for
loss on debrt guarantees in the amount of ¥3,670 millien
($31,088 thousand).

In addition, ar March 31, 2007, the Company was contingently liable as guarantor of the following subsidiaries:

Name Amount of guaranteed debt
JLAINCORPORATED ...t i iee e et a s ¥ 675 millien (§ 5,717 thousand)
IR Loan Servicing, INC. . v et e i e ¥ 7,108 miilion (§ 60,211 thousand)
DCCash One Ltd. ...t e e ¥ 80,473 million ($ 681,685 thousand)

EASY BUY Public Company Limited ...........................

Refer to Note 4 for pledged assets.
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¥ 57,732 million ($ 489,047 thousand)




9. Stock Option Plans

The Company has two stock option plans for the granting of non-
transferable oprions to certain eligible directors and key employees
of the Company.

On August 1, 2001, options were granted for terms of five years w0
purchase the aggregate of 346,800 shares of common stock of the
Company at ¥10,682 per share. The option price was adjusted o
¥10,628 per share due 1o the issuance of new shares of common
stock to Mitsubishi Tokyo Financial Group, Inc. {currendy,
Mitsubishi UF] Financial Group, Inc.) on April 20, 2004. The

options were exercisable beginning on July 1, 2003. To provide for

exercise of the options, in August 2001, the Company purchased
346,800 shares of common stock in the aggregate amount of ¥3,796
million from the stock market, which were induded in “Treasury
stock” of the shareholders’ equity section of the accompanying non-
consolidated balance sheets as of March 31, 2007 and 2006.

On August 1, 2003, options were granted for terms of five years 1o
purchase the aggregate of 352,400 shares of common stock of the
Company ar ¥4,959 per share. ‘The option price was adjusted to
¥4,931 per share due to the same reason above. The options were

exercisable beginning on july 1, 2005,

The changes in numbers of stock options expressed in shares of common stock were summarized as follows:

Shares
Plan 2001 Plan 2003
Balanceasof March 31, 2004 . ... .. . . e 322,400 345,400
Exercised ..ttt e (1)} —
Expired 0N retirement ...ttt e e e e e e {6,200) (5,400)
Balance as of March 31, 2005 ... . . i e e e e 316,200 340,000
Exercised . ..o e e e e e ()] (206.990)
Expired on retirement ... ... e (7,800} (3.000)
Balance asof March 31, 2006 . .. ... .. e 308,400 130,010
ERercised o v — (4,300)
Expired on retifeMent ... ..o e (4,600) (1,600)
Balance as of March 31, 2007 ... ... .t 303,800 124,110

10. Loss on Business Restructuring

A loss of ¥17,997 million {$152,452 thousand) for the year ended March 31, 2007 mainly consisted of the extraordinary payment of

employees’ retirement benefits for voluntary retirement and loss on closures/relocations of operation sites.

11. Loss on Revaluation of Investment in Securities

A loss of ¥14,784 million ($125,235 thousand) for the year ended March 31, 2007 mainly consisted of the impairment losses with

respect to other securities for which market value was available.
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12. Impairment of Fixed Assets

The Company determined each operation center of loan business-
es, installment sale finance businesses and other financial services
as the smallest cash-generating group to which the assecs
befonged. Also, each asser to be disposed of was determined as
the smallest cash-generating group of assets. The head office of
the Company and the welfare facilities for employees independent

of cash-generating were considered to be corporate assets.

Impairment loss for assets to be disposed of was recognized
because the carrying amount of these assets exceeded the net sell-

ing value. [mpairment loss was measured as the amount by which

the carrying amount of the assets exceeded its recoverable

amount, the net selling value estimated by real estate appraisers.

Impairment loss for the year ended March 31, 2007 amounted to
¥1 million {$8 thousand) for land, ¥6 million ($50 thousand) for
buildings and structures and ¥0 million ($0 thousand) for equip-
ment. lmpairment loss for the year ended March 31, 2006
amounted to ¥0 million for land and ¥3 million for buildings and
structures. [mpairment loss for the year ended March 31, 2005
amounted to ¥945 million for land, ¥94 million for buildings and

structures and ¥54 million for intangible assets.

13. Subsequent Events

(1) Appropriations of retained earnings
The following appropriations of retained earnings, which have not

been reflected in the accompanying non-consolidated financial

statements for the year ended March 31, 2007, were approved ata
shareholders’ meeting held on June 27, 2007:
Millions of Yen

"Cash dividends (¥30.00 = US$0.25)

¥ 4,715

(2) Reduction in lending interest rates

On May 10, 2007, the board of directors of the Company
approved the reduction of effective annual interest rates for unse-
cured consumer loans; the new rates range from 12.000% to

18.000% per annum, while the existing rates range from 13.140%

{3) Corporate split-up for installment finance business

On December 15, 2006, the Company announced it would com-
bine its installment sales finance business and JCK CREDIT CO.,
LTD. {"JCK," which changed its name to AFRESH CREDIT
CO., LTD. as of April 1, 2007), a wholly-owned subsidiary spe-
cializing in installment sales financing, as of April 1, 2007 in order
to lower business operation costs and to strengthen sales promo-
ton activities for the group businesses, by splitting up its install-
ment sales finance business and then merging it into JCK. The
contract for the split-up and merger was entered into on February
15, 2007 between the Company and JCK. The split-up and
merger was to become effective as of April 1, 2007.

108

10 27.375%. The new rates are applicable to new customers who
enter loan contraces on or after June 18, 2007. These rates are also
applicable to existing customers who meet the new credir screening

criteria established by the Company.

This transacrion is accounted for under the method similar to che
pooling of interests method, applicable to transactions under com-
mon control, in accordance with “Accounting for Business
Combinations” and “Accounting Standard for Business
Divestitures,” together with the related Guidance, and, as such,
the assets and liabilities of the installment sales finance business of
the Company were transferred to JCK ar book value. No stock
was issued in connection with this transaction as permitted under

the Corporate Law of Japan.

“Fees from installment sales finance business” included in the
accompanying non-consolidated statement of operations for the year
ended March 31, 2007 were ¥3,492 million ($29,580 thousand).




Report of Independent Auditors

on the Non-Consolidated Financial Statements

=

=’l ERNST& YOUNC SH’NN’HON = Certified Public Accountants & Tol: 03 3503 1100
Hibiya Kohkusai Blely. Fax: 03 3503 1197
2-2-3, Uchisaiwai-chn
Chivada-ku, Tokva, lapan 100-0011
C.P.O. Box 11496, Tokvo, fapan 100-8641

Report of Independent Auditors

The Board of Directors
ACOM CO,, LTD.

We have audited the accompanying non-consolidated balance sheets of ACOM CO., LTD.
as of March 31, 2007 and 2006, and the related non-consolidated statements of operations,
changes in net assets, and cash flows for each of the three years in the period ended March
31, 2007, all expressed in yen. These financial statements are the responsibility of the
Company’s management. Qur responsibility is lo express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluvating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the non-consolidated financial position of ACOM CQ,, LTD, at March 31, 2007
and 2006, and the non-consclidated results of its operations and its cash flows for each of
the three years in the period ended March 31, 2007 in conformity with accounting
principles generally accepted in Japan.

The U.S. dollar amounts in the accompanying non-consolidated financial statements with
respect to the year ended March 31, 2007 are presented solely for convenience.  Our audit

also inctuded the translation of yen amounts into U.S. dollar amounts and, in our opinion,
such translation has been made on the basis described in Note 3.

June 27, 2007

A MewaLKk OoF DRwT & Youss Grobst
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Consolidated Subsidiaries

The ACOM Group

DC Cash One Ltd.
Nihonbashi Plaza Bldg.
3-4, Nihonbashi 2-chome,
Chuo-ku, Tokye, Japan
Telephone: (03) 5299-6625

Principal Business:
[ncorporated:

Paid-in Capital:

Equity Owned by the Company:
FY06 Operating Income:

Unsecured loan business and guarantee business
Aug,. 2001

¥14,341 million

54.73%

¥15,399 million

JCK CREDIT COQ., LTD,*'=?
ACOM lidabashi Bldg.
10-10, lidabashi 2-chome,
Chiyoda-ku, Tokyo, Japan
Telephone: (03)3221-9904

Principal Business:
[ncorporated:

Paid-in Capital:

Equicy Owned by the Company:
FY06 Operating lncome:

Installment sales finance business
Nov, 1971

¥500 million

100.00%

¥1,297 millien

IR Loan Servicing, Inc.
Trusty Koujimachi Bldg.
4, Koujimachi 3-chome,
Chiyoda-ku, Tokyo, Japan
Telephone: (03) 5215-6511

Principal Business:
Incorporated:

Paid-in Capital:

Equity Owned by the Company:
FY06 Openating Income:

Loan servicing business
Jun. 2000

¥520 million

80.00%

¥13.939 million

RELATES CO., LTD.
Tokyo Dia Building No.3
28-25, Shinkawa 1-chome,
Chuo-ku, Tokye, Japan
Telephone: (03) 3523-6641

Principal Business:

Incorporated:

Paid-in Capital:

Equity Owned by the Company:
FY06 Operating Income:

Entrusted call center functions business from banks
Mar, 1998

¥300 million

100.00%

¥1,441 million

AC Ventures Co., Ltd.

ACOM Shinbashi Renga-dori Bldg.

14-4, Shinbashi 2-chome,
Minato-ku, Tokyo, japan
Telephone: (03) 3597-8222

Principal Business:
incorporaced:

Paid-in Capital:

Equity Owned by the Company:
FY06 Operating Income:

Devclopment, investment, promotion and support of venture campanies
Apr. 1996

¥100 million

100.00%

¥517 million

ACOM RENTAL CO., LTD.
ACOM Shinbashi Bldg.
11-1, Shinbashi 3-chome,
Minato-ku, Tokyo, Japan
Telephone: (03) 5401-0044

Principal Business:
Incorporated:

Paid-in Capital:

Equity Owned by the Company:
FY06 Operating Income:

Comprehensive rental business
Oct. 1999

¥320 million

100.00%

¥4,512 million

JLA INCORPORATED *? =4+
Osaka Ekimae Dai 4 Bldg.
11-4, Umeda 1-chome,
Kita-ku, Osaka, Japan
Telephone: (06) 6347-1281

Principal Business:
Incorporated:

Paid-in Capiral:

Equity Owned by the Company:
FY06 Qperating Income:

Advertising agency, interior design and construction of service outlets
May 1972

¥45 million

100.00%

¥15,583 million

ACOM ESTATE CO., LTD.*
ACOM lidabashi Bldg.
10-10, lidabashi 2-chome,
Chiyoda-ku, Tokye, Japan
Telephone: (03) 3221-6950

Principal Business:
Incorporated:

Paid-in Capiral:

Equity Owned by the Company:
FY06 Operating Income:

Real estare management business
Mar. 1996

¥7.540 million

100.00%

¥1,332 million
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ABS CO,, LTD.*
Wizem Bldg,
3-8, Ueno 3-chome,
Taito-ku, Tokyo, Japan
Telephone: (03) 3834.9215

Principal Business:
Incorporated:

Paid-in Capital:

Equity Owned by the Company:
FY06 Operating Income:

Maintenance of buildings and other properties
Oct. 1997

¥30 million

0.0% {100.0%) =

¥1,655 million

A B PARTNER CO., LTD.*
ACOM Fujimi Bldg.
15-11, Fujimi 2-chome,
Chiyoda-ku, Tokyo, Japan
Telephone: (03) 3234-9301

Principal Business:
Incorporated:

Paid-in Capital:

Equity Owned by the Company:
FY06 Opcrating Income:

Entrusted back-office (clerical work) services and insurance agency business
Nov. 2000

¥300 million

95.00%

¥4,156 million

EASY BUY Public Company Limited
11th, 13th Floor, Ramaland Building
952 Rama [V Road, Suriyawongse,
Bangrak, Bangkok 10500, Thailand.

Principal Business:
Incorporated:

Paid-in Capital:

Equity Owned by the Company:
FY36 Operating Income:

Hire purchase and unsecured loan business in Thailand
Sep. 1996

THB 200 million

49.00% **

THB 5,255 million **

ACOM FUNDING CO., LTD.»

Principal Business:

Financial services for ACOM {Special Purpose Company)

M&C Corporate Services Limited, Incorporated: Jul. 2002

PO Box 309GT. Ugland House, Paid-in Capiral: 115$1,000

South Church Street, Grand Cayman, Equity Owned by the Company: 100.00%

Cayman Islands, British West Indies FY06 Operating Income: ¥2 million **
ACOM (U.S.A.) INC. Principal Business: =t

229 South Seate Streer, Incorporated: Dec. 1986

Dover, Kenr Councy Paid-in Capital: US$34 million

DE, US.A, Equity Cwned by the Company:  100.00%

FY06 Operating Income:

Equity-Mcthod Affiliate

DC Card Co., Ltd.*"
Shibuya Mitsubishi Bldg.
3-2, Dougenzaka 1-chome,
Shibuya-ku, Tokyo. Japan
Telephone: (03) 3464-6611

Principal Business;

Incorporated:

Paid-in Capital:

Equity Owned by the Company:
FY06 Operating [ncome:

Credit card, loan, loan guarantee, and contraction far automated fund
transfer, etc.

Dec. 1967
¥7,600 million
20.33%
¥99.864 million

*Nores: l JCK CREDIT CO,, LTD. zbolished its unsecured lozn business on January 17, 2007 and merged AJAST Lid. on February 1, 2007.
2. ACOM CO., LTD. has split up its installment sales finance business, and JCK CREINT CO., LTD. succeeded to the business as well as changed the name to

AFRESH CREDIT CO., LTD, on April 1, 2007.
. JLA INCORPORATED abolished its advertising agency business on March 31, 2007.
. ACOM ESTATE CO., LTD. merged with JLA INCORPORATED as well as ABS CO., LTD. and changed its corporate name into JLA INCORPORATED on

bt

April 1, 2007

Year ended December 2006.

Y Y

. Figures in parentheses indicate indirect ownership by ACOM CO,, LTD.
. AB PARTNER CO,, LTD. started insurance agency business including clerical services on October 2, 2006.
The Company treated any entiry deemed as being substantially contrelled by the Company as a conselidaced subsidiary, even if it is less-than-majority owned.

ACOM FUNDING CO., LTD. was liquidized an March 20, 2007.
. ACOM (U.S.A) INC. suspended its eperation, therefore, summaries of its business are omitted.
. Due to the mesger with UFf NICOS Co., Ltd. as of Apsil 1, 2007, DC Card Co., Ltd. is no longer equity-method affiliate of ACOM CO., LTD.
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As of Miardh 31, 26007
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